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Turkey 


Seeking solace 
in Washington 


Page 2 


ED telecoms 




Fierce fight 
in prospect 
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More champagne? 
Not for much longer 


Page 15 
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The Asian tigers want 

revenge. But who or what u 

should they target? Paid \ 

Enlman, acclainied author of 

The Crash of 79 and The Panic 

of , 89 1 starts a two-part thriller in 

tomorrow's Weekend FT that leads to the cataclysm of 


Daimler-Benz New president elected in S Korea 

delays second 
new car over 




WORLD NEWS 


BUSINESS NEWS 


Russia hints it 


may halt sale 
of missiles to 


Greek Cypriots 


Wal-Mart moves 
into Europe with 
purchase of 
Wertkauf chain 


safety fears 


German carmaker’s reputation 
hit as the Smart fails ‘elk test’ 


Russia has signalled it is ready to 
halt the rale of S-300 anti-aircraft 
missiles to the Greek Cypriot 
government in return for finan- 
cial compensation, it was being 
said within Nato. Russian foreign 
minister Yevgeny Primakov is 
said to have passed the message 
during a visit to Nato headquar- 
ters in Brussels. Page 16 


Wal-Mart Stores, the world's 
biggest retailer, yesterday estab- 
lished a beachhead for an attack 
on the European retail market by 
announcing an agreement to buy 


By Haig Simonlan, 

Motor Industry Correspondent 


ket chain for an undisclosed sum. 
Page 17; Editorial Comment, 
Page 15; Lex, Page 16 


Now French immigration rules 

France's National Assembly has 
narrowly approved immig ration 
law changes are aimed at improv- 
ing conditions far people entering 
and working in France. Page 2 . 


VNU, the Dutch publisher, is to 
pay 22.11m far TXT World Directo- 
ries, producer of alphabetical and 
yellow pages telephone books in 
markets ranging from the Bene- 
lux countries to Japan. Page 17 


Italy antMnmt chief nomad 

Italy has made a surprise choice 
to head its anti-trust authority, 
picking Giuseppe Tesauro, advo- 
cate-general at the European 
Court in Luxembourg. Page 2 


5500m pledge for lab 

The US has promised SSOOm to 
build the world’s most powerful 
atom-smasher at Geneva’s Euro- 
pean Particle Physics Lab. Page 6 


Japan’s trade surplus with the 
US, long the cause of trade fric- 
tion, showed a year-on-year rise 
of 28 per cent last month to 
Y483hn ($3.Bbn). Exports to Asia 
fell by 13 per cent as demand 
was squeezed by the region's eco- 
nomic crisis. Page 16 


Brussels overhauls aid rates 

The European Commission is 
overhauling Its regional state aid 
policy in a bid to focus grants on 
those regions most needing help. 
Page 2 


Spain paid PtaSObn (9333m) to 
buy a controlling stake in Ebro, 
Its biggest sugar producer, from 
the Kuwait Investment Office, 
paving the way for restructuring 
Spain's sugar sector. Page 20 


Spain risks shipyard dash 

Spain's centre-right government 
is risking a head-on clash with 
unions by starting to privatise 
state-owned shipyards. Page 2 


MouHnsx, the French household 
appliance group, reported first- 
half results showing net attribut- 
able profits of FFr21m (23.54m} to 
September 30, against a loss of 
FFr74m for the period in 1996. 
Page 20 


Canc er drug lasts 

MPXF-1, a drug developed from 
the international Human Genome 
Project, is to be tested on cancer 
patients next month. Page 6 


jjp. Morgan, the US investment 
bank, admitted breaking a Lon- 
don Stock Exchange rule against 
manipulating the market Index 
and agreed to pay a fine of 
£350,000 ($577,500). Page 10; 


Qmm rates rs j s c tsd 

Brussels has failed to win 
approval from member states for 
rules on labelling genetically 
modified soya and maize. Page 2 


El AW Israel's state airline, was 
set to choose between Boeing of 
the US and Airbus of Europe far 
the supply of five jets in a deal 
worth about 9200m. Page 8 


Daimler-Benz of Germany 
yesterday suffered a second 
severe blow to its reputation and 
finances admitting its new 
Smart urban car would be 
delayed for six months to rectify 
safety and production problems. 

The admission comes weeks 
after tho radical A fn«w hatch- 
back had to be withdrawn after 
rolling over in “elk tests’*, 
designed to high-speed 

manoeuvres. It raises doubts 
about product development and 
management at Europe's leading 
luxury carmaker. 

Daimler-Benz said the Smart, 
developed as a joint venture 
between Its Mercedes-Benz sub- 
sidiary and Switzerland's SMH 
watches group, would be delayed 
following a "quality audit”. 

Nicolas Hayek, chairman of 
SMH, admitted the Smart had 
foiled the elk test under “very 
extreme conditions”. 

Daimler said further driving 
tests were necessary to ensure 
the Smart’s “driving dynamic 
and stability" In the light of 
tougher testing standards. 

Micro Compact Car, the joint 
venture behind the vehicle, 
which Is 81 per cent owned by 
Mercedes-Benz, said the delay 
would cost DM300m (9168m) in 
1997 and 1998. MCC expects to 
build 200,000 Smarts a year. 

Daimler-Benz said it made rou- 
tine provisions for unexpected 
product bitches and would try to 


Greek unkma itrtw 

Greek trade unions have staged a 
one-day general strike in protest 
at the Socialist government's 
restrictive wage policy. Page 2 


Wovfd trade grew by 7 per cent 
compared with 5 per cent in 1996, 
propelled by activity in North 
and South America and recovery 
in western Europe, the World 
Trade Organisation said. Page 8 




Japan growth prediction 

Japan's overseas sales are the 
key to what little economic 
growth the country may achieve 
this fiscal year, says Japan’s Eco- 
nomic Planning Agency. Page 4 


Anderson Consulting could, in 
theory, face a 89bn claim under 
contractual stipulations as the 
price of becoming an independent 
firm with no legal obligations to 
Arthur Andersen or Andersen 
Worldwide group. Page 18 


The Smart can facing safety and 
production problems 


Lex, Page 16 


US troops stay in Bosnia 

President Clinton said American 
troops will remain in Bosnia past 
his original withdrawal date of 
June 1998. Page 2 


Albright talks stalted 

US secretary of state Madeleine 
Albright has foiled to secure a 
timetable for an Israeli troop 
withdrawal from the West Bank. 
Page6 


ToBa, the Swedish state 
telecommunications company, is 
joining forces with EniTel of Nor- 
way to integrate North Sea oil 
and gas platforms into a new 
fihre^ptic network linking Scan- 
dinavia and the UK Page 8 


Panama Canal ships to 
feel effects of El Nino 


By James Wison in Pan a m a City 


Tokyo Mr otat plan 

A plan to allot US airlines extra 
slots at Tokyo’s international air- 
port is being considered as a way 
of breaking the impafiBg in US- 
Japan aviation talks. Page 8 


SOont night 

Christmas Eve will be even qui- 
eter than usual in Steigen, a 
small town in northern Norway, 
after new noise regulations made 
it illegal to ring in the holiday 
with church beDs. 


Hyundai, the Korean electronics 
group, confirmed that its big fac- 
tory investment in central Scot- 
land would be delayed for up to a 
year. Page 10 

Equttaa, which last year took 
responsibility for old losses from 
Lloyd's of Lon d on, has agreed a 
£600m (9990m) deal with the 
insurance market to reinsure 
additional liabilities. Page 10 


BIG Bank of the Netherlands 
decided against taking a 10 per 
cent stake in Siam City Bank 
after the Thai onnvmercial hanlr 
foiled to raise agreed capital from 
its shareholders. Page 19 


The El Nifio weather 
phenomenon is draining the Pan- 
ama Canal, forcing authorities to 
propose depth restrictions on 
ships for the first time since 
1984, when El Nifio last struck 
with similar intensity. 

A drought in Panama caused 
by El Nifio is drying out the 
lakes which feed the canal, the 
only waterway between the 
Pacific and Atlantic oceans. Each 
tima the canal is used, 200m lit- 
res of fresh water drain into the 


Restrictions on access to the 
canal are likely from February, 
which could have serious reper- 
cussions for trade and shipping. 


The Panama Canal Commis- 
sion, which runs thB wat er wa y, 
has said it expects to reduce by 
six inches (15cm) to 38ft the per- 
mitted draught - the depth in 
the water - for vessels using the 
canal. Vessels will have to 
reduce cargo loads to meet the 
stricter limit. 

Roy Newall, of shipping agents 
C. Fernie in the Panamanian 
port of Cristobal, said: “It is 
going to be a long, hard dry sea- 
son, and I think it could come 
down to 35 or 36ft - then you 
start hitting a whole new lot of 
«hfp<. All the big w w tata w* «Mpg 
are probably drawing 36 or 37ft, 
so they become affected.” 


Continued cm Page 14 
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account for the bulk of Smart’s 
riiffi rail Hon in this year’s figures. 

The company still expected 
profits and sales to rise sharply. 
It said buoyant US car sales and 
an improvement in trucks would 
compensate for the delay. 

Daimler-Benz is expected to 
report a sharp improvement In 
1997 net profits on sales of 
around DM120bn. In 1996, the 
company made DM2. 76b n after 
tax on sales of nearly DMIOSbn. 
Daimler-Benz shares closed yes- 
terday down DM2.60 at DM124. 

However, the full impact of the 
Smart’s problems may take some 
time to be felt. Apart from costs 
of capital and wage bills, MCC is 
believed to have risk-sharing and 
performance guarantees with the 
component companies that have 
worked as “system partners” on 
the project 

MCC may also incur liabilities 
from dealers who have built 
“smart centre” showrooms across ; 
Europe. The company said about | 
half its planned ioo dealerships 
would have been ready for the 
original March 1968 launch. 

Daimler-Benz blamed MCC far 
the problems. It said the com- 
pany, managed from SMH*s home 
town of Biel in Switzerland, with 
engineering development at Ren- 
ningen in southern Germany, 
had not informed Daimler-Benz 
of the depth of its difficulties. 
Johann Tomforde. MCC's head of 
development, is being moved. 

Daimler-Benz said it only 
became aware of the problems 
when Jfirgen Schrempp, chair- 
man, ordered the quality audit 
after the A Class fiasco. 

After the elk test, engineers 
modified the suspension and 
tyres and installed an electronic 
stability system. For the Smart, 
the lateral distance between the 
wheels is likely to be increased. 

Daimler-Benz said the Smart 
delay also stemmed from prob- 
lems with suppliers. 





Victory smiles: South Korean opposition leader Kim Dae-jnug, who secured a narrow victory in 
yesterday's presideirtial election, is applauded by officials at his party headquarters in Seoul yesterday. 
Mr Kim, 74, was making his fourth bid for the presidency since 1971 and benefited In the election from 
public anger against the government for the nation’s economic crisis. Report, Page 16 Picva Rauran* 


Dresdner investment chief 


resigns after tax evasion 

Departure leaves void at London investment bank 


By Andrew Fisher in Frankfurt 


Dresdner Bank, Germany’s 
second-biggest bank, suffered a 
further blow yesterday with the 
resignation of Hansgeorg Hof- 
mann as head of its investment 
banking operation after be had 
admitted tax evasion. 

The bank has been hit recently 
by a series of enforced resigns- . 
tions that have damaged its 
image and harmed employee 
morale. 

Mr Hofmann's departure leaves . 
a void for the second time this 
year at the top of Dresdner Klein- 
wort Benson, which the bank has 
been trying to build up into a 
global investment hapMp g busi- 
ness. 

The London-based investment 
bank was hit earlier this year by 
the resignation of Simon Robert- 
son as executive chairman over 
management tensions between 
London and Frankfurt, and by 
the departure of David Clemanti. 
who was vice-chairman, to 
become a deputy governor of the 
Bank of England. 


Mr Hofmann, 54. was seen as 
one of the few Dresdner execu- 
tives capable of healing the rift 
between Frankfurt and the Lon- 
don Investment bankers. But his 
position became untenable this 
week when Klaus Carlin, an 
employee representative on 
Dresdneris non-executive super- 
visory board, called publicly for 
his resignation. Mr Carlin said 
that for Mr Hofmann to continue 
heading Dresdner Kleinwort Ben- 
son, the investment bank, would 
be “extremely-questi enable mor- 
ally”. 

Kleinwort bankers said they 
felt insulted that the bank had 
claimed it transferred him to 
London in November to concen- 
trate on Kleinwort business. 
After details of his tax affairs 
appeared in Der Spiegel, the 
weekly magazine, last weekend. 
Dresdner admitted the reason for 
the move was his tax situation. 

Dresdner reorganised the man- 
agement of the investment bank 
this year under Mr Hofm ann , 
with Gerd Hftusler as his deputy. 
Mr Hfiusler, 46, who joined the 


Dresdner board in 1996 after 
being a Bundesbank director, will 
take over Mr Hofmann's respon- 
sibilities. 

The move will enhance Mr 
Hflusler’s status at Dresdner, 
where he has also been responsi- 
ble for the Asia-Pacific region. 
His increased role at the Invest- 
ment hanfc comes at a time of 
growing consolidation in the sec- 
tor and intense pressure on prof- 
itability. 

Mr Hofmann's downfall is one 
in a series that has rocked Dresd- 
ner in recent months. Jurgen Sar- 
razin, the chairman, announced 
in September that he would 
retire next May, but he has just 
brought forward his departure to 
December 31. Two other senior 
figures have left over alleged tax 
irregularities. Wolfgang Roller 
resigned in September as bead of 
the supervisory board over alle- 
gations of tax evasion, which he 
denies. Mr Hans -GQnther Aden- 
auer then left the m an agement 
board over his tax affairs. 


Lex, Page 16 
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NEWS: EUROPE 


Commission 
to reconsider 
regional aid 


By Emma Tucker in Brussels 

The European Commission 
has announced an overhaul 
of its regional state aid pol- 
icy in an effort to focus 
grants more tightly on those 
regions of the European 
Union most In need of eco- 
nomic help. 

Alarmed at rising levels of 
state aid. particularly in 
wealthy countries such as 
France and Germany, Brus- 
sels intends to cut the ceil- 
ings up to which regional 
state aid can be paid by the 
15 member-states. 

It will also redraw the 
state aid map to reduce the 
percentage of the total EU 
population living in targeted 
areas from 46.7 per cent to 
42.7 per cent. 

'This means that in virtu- 
ally all member-states it will 
be necessary to reduce the 
regions in which it is possi- 
ble to give state aid.” said 
Karel Van Miert the compe- 
tition commissioner. 

The recommendations - 
which do not have to be 
approved by the member- 
states - are likely to be 
unpopular, particularly In 
peripheral countries such as 
Ireland and Spain where 
governments can provide up 
to 75 per cent of an invest- 
ment. But Brussels believes 
reform is urgently needed 
before EU expansion, when 
much less developed econo- 
mies will be admitted into 
the club. 

The maximum govern- 
ment aid for any region will 
be cut from 75 per cent to 50 
per cent, with an exception 
for peripheral areas where it 
could be 60 per cent. The 
most common ceiling of 25 


per cent will be reduced to 
20 per cent. 

Member-states will be 
asked to redraw their own 
maps and to submit them to 
the Co mmiss ion in time to 
adopt the new strategy on 
January 1. 2000. 

Brussels also wants to 
reduce the amount of 
regional aid used for capital- 
intensive investments and to 
refocus It on job creation. In 
future, aid destined for sec- 
tors in decline, where few 
jobs are likely to be created, 
will be subjected to much 
tougher tests. 

Mr Van Miert also joined 
forces with Monika Wulf- 
Mathles. the commissioner 
for regional policy, to bring 
greater coherence to the dis- 
tribution of regional state 
aid and the structural funds 
- money distributed cen- 
trally by the Commission to 
less developed regions. 

At present, aid is spread 
too thinly across too great a 
percentage of the EU popula- 
tion. While the percentage 
eligible for funding under 
national state aid schemes 
will be cut from 46.7 per cent 
to 42.7 per cent, structural 
funds will only cover 3540 
per cent of the population. 

Mr Van Miert's new strat- 
egy includes an insistence 
that investments and jobs 
that receive aid must be 
maintained in the benefiting 
region for at least five years. 

The measure is designed 
to stop “subsidy shopping" 
by companies. Earlier this 
year Renault, the French 
carmaker, was criticised for 
closing its profitable 
operations in northern Bel- 
gium while expanding activi- 
ties in Spain. 


Washington set to soothe 
T urkey ’ s wounded pride 


A fter the pummelling 
Turkey has received 
. in international 
forums in recent weeks, 
Mesut Yilmaz, . Turkish 
prime minister, can look for- 
ward to a friendly reception 
when he meets Bill Clinton 
at the White House today. 

Unlike Turkey’s European 
neighbours and its co-reli- 
gionists in the Moslem 
world, the US president will 
be ready to soothe Ills 
guest's wounded pride with 
praise and kind words. 

“If you look at the size of 
the country, if you look at 
its geo-strategic significance, 
what it could block and what 
it could open the doors to, it 
is terribly important,” Mr 
Clinton said earlier this 
week. 

Such words contrast with 
what Turkey perceives as 
the hostility or condescen- 
sion of some European lead- 
ers. Jean-Claude Juncker, 
Luxembourg prime minister, 
who has held the European 
Union's rotating presidency 
for the past six mouths, 
declared that a country 
which practised torture 
could not sit down at the EU 
table. 

On Wednesday, Mr Yilmaz 
vowed to scrap Turkey’s bid 
to join the EU if European 
leaders refused to grant it 
equal status with 11 other 
applicants, mostly from cen- 
tral' and eastern Europe. He 
accused the EU of being a 
“Christian club" that dis- 
criminated against Moslem 
Turkey. 

One week earlier. Sflley- 
man Demirel, Turkey's presi- 
dent. stormed out of an 
Organisation of the Islamic 
Conference summit in Teh- 
ran after it passed a resolu- 
tion attacking Turkey’s mili- 
tary cooperation with Israel. 

Alan Makovsky. a Turkey 
expert at the Washington 
Institute on Near East Pol- 


John Barham on Ankara’s hurt 
feelings at its treatment by the 
EU and fellow Islamic states 



YDznaz: vowed to scrap bid 


icy, said: “Washington sees 
itself as Turkey's best friend, 
but shares many of the same 
concerns as Europe. But the 
human rights view is bal- 
anced by Turkey as a secu- 
rity asset". 

The US values Turkey as a 
secular, pro- wes t ern country 
which serves as a crucial 
link between some of the 
world's most troubled 
regions: the Aegean. Bal- 
kans, Middle East, Gulf and 
central Asia. Instability in 
Turkey could threaten deli- 
cate political, economic and 
security arrangements in all 
these areas. 

“Turkey has increasingly 
become the centrepiece for 
American strategic interests 
in a very dangerous neigh- 
bourhood. Turkey is critical 
to the security and stability 
of Europe,” said Richard 
Holbrooke. Mr Clinton's for- 
eign policy troubleshooter, 

A co-operative Turkey 
helps US implement policy 
towards Iraq and Iran. The 
two countries share similar 


views on developing the Cas- 
pian and central Asian oil- 
fields and agree their oil g nd 
gas exports should be piped 
to a Turkish Mediterranean 
oil terminal. Washington 
supports Turkey’s blossom- 
ing relationship with Israel 

However, Mr Yilmaz win 
probably have to face some 
tough questioning on a 
range of issues, starting with 
T urman rights and discrimi- 
nation against the Kurdish 
minority. 

The US may expect Ank- 
ara to help settle the decade- 
old dispute over Nagorno- 
Karabakh between Armenia, 
which has support in the US 
Congress, and Turkey’s oll- 
rictj ally, Azerbaijan. 

A secular and democratic 
Turkey is dearly Washing- 
ton’s strong p r e fe re n ce. Still, 
the US does not want to see 
the Turkish supreme court 
dose down the Islamist Wel- 
fare party, Turkey’s largest, 
for allegedly conspiring 
against the secular order. 

The court may announce 
before the end of the year a 

verdict proscribing Welfare 
and its leaders. In anticipa- 
tion of this, a new Islamist 
party called Virtue has been 
launched, apparently on the 
initiative of Welfare leaders. 

Mr Clinton, who says be 
wants “a resolution of the 
Cyprus issue very badly”, 
will demand Turkish support 
to reunite the island, divided 
since Turkey’s 1974 invasion. 

Turkey has said it will 
integrate the Turkish Cyp- 
riot enclave into the main- 
land in retaliation for the 
EU's decision to open 
membership talks with the 
internationally recognised 
Greek Cypriot government 


Mr Clinton has said he 
expects Turkey and Greece, 
ancestral enemies and nomi- 
nal Nato allies, to bury their 
“irrational" differences. 

Washington is working on 
a formula to avert a prom- 
ised Turkish attack to pre- 
vent installation by next 
summer of air defence mis- 
siles by the Greek Cypriot 
government 

The president Is likely to 
ask Mr Yilmaz to reconsider 
his promise to withdraw 
Turkey’s EU membership 
application and attend a 
London conference of pres- 
ent and future EU members 
nwt year. Mr Yilmaz 
said he will stay away. 

US officials are troubled 
by the unravelling of Turk- 
ish economic policy. A key 
reformist technocrat 
resigned In frustration at 
government indecision two 
weeks ago, making it consid- 
erably more difficult to forge 
a coherent strategy to tackle 
inflation of nearly 100 per 
cent 

W ashington would 
help secure Inter- 
national Monetary 
Fund support for economic 
reform, if only Turkey could 
formulate such a policy. 

Mr Yilmaz his minis- 
ters, who have announced, 
then retracted nearly half a 
dozen re fo r m policies in the 
last three months, are hop- 
ing an IMF deal wifi some- 
how unlock $15bn in foreign 
loans to back public sector 
reform, stalled for a decade. 

Yet little of the above is in 
Mr YUmaz’s gift He beads a 
fragile minority coalition 
which incl ud es two conser- 
vative and one left-wing 
party that can agree on 
little. Such a weak govern- 
ment can hardly be expected 
to reopen fa>n« with Gkeece 
or ram through economic 
reforms. 


Spain risks clashes over shipyard sale 


By David White in Madrid 

Spain's centre-right government is 
taking the risk of a head-on clash 
with trade unions by starting to pri- 
vatise state-owned shipyards, which 
in recent years have been a focus of 
violent labour conflict 

Four unions staged a one-day stop- 
page throughout the industry yester- 
day in protest at the plans. 

The strike, which had been called 
in advance, coincided with news of a 
deal to sell the first of the 
shipyards, Hijos de J. Barreras, in 
the north-western port city or Vigo, 
to a consortium including its current 


managers and client companies. 

The Pta750m <S5m) sale, provision- 
ally agreed by the state Industrial 
holding company. Sepi, Is expected 
to receive cabinet approval on 
December 26. Two other groups were 
bidding for the company. 

The winning consortium, headed 
by a shipping company. Odiel and 
including another shipping operator 
and a cannery, is committed to 
maintaining jobs at the yard, which 
employs 370 people. It has also 
agreed to inject Pta450m in fresh 
capital within three months. 

Josep Pique, industry minister, 
said yesterday that the deal offered 


“all the necessary guarantees" for 
the future of the yard. 

The Vigo facility, which speci- 
alises in building ferries, is consid- 
ered one of the most viable of 
Spain's nine state-owned shipyards, 
although it is expected to show an 
operating loss this year of over 
PtalSOm. Plans are understood to be 
well-advanced for the privatisation 
of Astander, a second yard in the 
northern port of Santander. 

Both shipyards have become flash- 
points for labour protests. On 
Wednesday, demonstrators in Vigo 
cut off traffic and invaded the local 
offices of Spain’s ruling Popular 


party. A large demonstration was 
scheduled yesterday evening,- with 
hairing- from same local PP politi- 
cians as well as opposition parties. 

Spain’s previous Socialist govern- 
ment backed away from plans to sell 
the two yards, along with another 
northern shipbuilder, Juliana, alter 
fierce clashes in 1995. 

As a result of the conflict, plans 
for restructuring the loss-making 


state shipbuilding sector were scaled 
back. The revised plan foresaw a 
reduction in total jobs from 10,000 to 
just over 6.000, bringing the number 
of Job losses in Spain's shipyards 
since 1984 to some 22,000. 


Bundesbank 
sets last money 
supply target 


By Andrew Fisher 
In Frankfurt 

The Bundesbank yesterday 
set its last annual money 
supply target before the 
scheduled start of European 
monetary union in 1999, 
choosing a slightly lower 
range than last year to keep 
inflation at bay ahead of the 
core's Introduction. 

It said the range of 
between 3 per cent and 6 per 
cent would be adequate to 
accommodate economic 
growth In Germany, since 
there was enough liquidity. 
The lower range also takes 
account of tbe easing of 
money supply growth to 
within tbe 1997 range of 3.3 
per cent to &5 per cent. 

Tbe German central bank 
said M3 - the broad mone- 


tary indicator covering cash 
and short-term deposits - 
grew at an annualised rate 
of 4.7 per cent in November 
over tbe fourth quarter of 

1996 after 5.1 per cent in 
October. 

The Bundesbank had 
already looked ahead to 
Emu a year ago by setting a 
two-year >13 goal to reduce 
market uncertainty. The tar- 
get growth rate for both 

1997 and 1998 was about 5 
per cent, covering potential 
production growth, inflation 
expectations and the speed 
at which money circulates. 

Hans Tietmeycr. Bundes- 
bank president, said it bad 
again chosen a broad three 
percentage point spread 
between tbe upper and 
tower levels of its M3 corri- 
dor because of high volatil- 



Hans Tietmeycr, Bundesbank president, turns to the press before yesterday's meeting 


itv in short-term money sup- 
ply movements. 

He repeated the Bundes- 
bank’s adherence to money 
supply targets as a central 
element in Its efforts to 
maintain price stability, 
though these have not 
always been met in the 24 
years they have been set. 

The Bundesbank is keen 


tbe future European central 
bank, which will also be 
based In Frankfurt, should 
use money supply - which 
he called a “suitable 
anchor” - as a central 
Instrument of policy. How- 
ever, tbe ECB will decide 
itself how much weight it 
gives to money supply 
trends and how much to 


straight inflation, targeting. 

Mr Tietmeyer said the 
Bundesbank’s money sup- 
ply-oriented approach to 
policy would remain impor- 
tant in the run-up to Emu. 

But tbe monetary perspec- 
tive would obviously change 
in the second half of 1998 
after selection of single cur- 
rency zone members. 
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Law aims to improve conditions for entry and working 


France eases immigrant curbs 


% Robert Graham in Paris 

The National Assembly has 
narrowly approved changes 
to immigration laws that are 
aimed primarily at improv- 
ing conditions for people 
entering and working m 
France. 

The legislation passed by 
276 votes to 254. with the 
Communist and Green depu- 
ties. who are part of the 
Socialist- led government 
coalition, abstaining. The 
Greens accused the interior 
ministry or not going far 
enough to ease restrictions. 

The centre-right opposi- 
tion. which forced tbe debate 
to last two weeks in parlia- 
ment, feared that the 
rules would allow in too 
many new immigrants, 
putting an unacceptable 


strain on social services. 

For the first time a person 
refused a visa will be enti- 
tled to demand an explana- 
tion. Those entitled to chal- 
lenge visa refusals Include 
people claiming French 
descent EU citizens and per- 
sons seeking to be reunited 
with families. EU citizens 
will be entitled to 10-year 
residence permits. 

One Of the mam chang es is 
the abolition of lodging 
certificates {certificate de 
hebergement), which have 
been issued since 1982 by the 
local authorities identifying 
where a person has accom- 
modation. 

According to the interior 
ministry, the issue of these 
documems. without which it 
was impossible to obtain 
legal entry, vested too much 


discretionary power in the 
hands of local authorities. 
Some 150.000 were issued a 
year. They will now be 
replaced by simpler letters 
that show the immigrant has 
some guarantee of housing. 

To provide further guaran- 
tees to immigrants over the 
granting and renewal of resi- 
dence permits, the new laws 
reinstate a system of four- 
person local commissions 
which were suppressed by 
the former centre-right gov- 
ernment earlier this year. 

Tbe regulations governing 
family reunions have been 
relaxed, permitting family 
members to rejoin an immi- 
grant after one rather than 
two years’ residence. The 
right is also extended to chil- 
dren of first marriages. Until 
now, those admitted on the 


grounds of -family reunions 
have been r unning at just 
under 12£00 a year. 

Equally, the rules on 
granting residence permits 
have been eased. In particu- 
lar. those marrying a French 
citizen wifi be able to obtain 
a residence permit after one 
year, not two as previously. 

The right of asylum has 
been extended to cover those 
“persecuted for thetr strug- 
gle in favour of basic free- 
doms". This provision has 
been inserted with an eye on 
countries such as Algeria, 
from where people are seek- 
ing asylum often not as a 
result of state repression but 
because of threats from non- 
state organisations such as 
Islamic fundamentalists. 
About 4,000 a year apply for 
political asylum. 


Italy’s new 
anti-trust 
chief is 
Tesauro 


By James Blitz 
in Rome 

The Italian authorities have 
made a surprise choice for 
the new head of the coun- 
try's anti-trust authority by 
picking Giuseppe Tesauro, 
advocate-general at the 
European Court in Luxem- 
bourg. 

Mr Tesauro, 55, who will 
replace Glnliano Amato, out- 
going anti-trust president, 
has been chosen by the 
heads of Italy’s senate and 
chamber of deputies, in 
whose gift tbe appointment 
resides. 

There had been strong 
indications that Romano 
Prodi, tbe prime minister, 
and Massimo D’Alema, head 
of the leading party in the 
ruling coalition, had origi- 
nally wanted the job to go to 
a prominent constitutional 
lawyer. 

Earlier this month, Mr 
Prodi and Mr D'Alema held a 
well-publicised meeting at 
which they are reported to 
have drawn up a list of 
names of people who would 
move into key regulatory 
jobs. 

Under pressure from Presi- 
dent Oscar Luigi Scalfaro 
they are understood to have 
suggested that the anti-trust 
job should go to Paolo Fran- 
cesco Casavola, a Catholic 
who heads the constitutional 
court 

However, in a determined 
show of their own indepen- 
dence, the heads of the sen- 
ate and chamber of deputies 
opted for Mr Tesauro as the 
man to challenge the lade of 
competition in Italian mar- 
kets. 

The Corriere della Sera 
newspaper this week quoted 
Nicola Manrinn president of 
the senate, as having 
expressed fury at the way in 
which members of the gov- 
erning coalition had 
attempted to influence tbe 
appointment “Is this the 
way things are done here?" 
he asked. 

The anti-trust body was 
first set up seven years ago 
in a bid to crack down on 
the maze of cartels and 
restrictive practices that 
afflict Italian business life, 
but it still faces a huge task 
in trying to impose its 
authority. 

At the end of two and a 
half years in the job, Mr 
Amato argued that all 
aspects of Italian life, 
from public services and the 
banking system to bars, 
hairdressing and taxis, were 
still far too uncompetitive 
and frequently over-regu- 
lated. 


NEWS DIGEST 


Slovak bank 
under pressure 

The Slovak banking system was plunged into crislslast 
night when the authorities said the country’s third largest 

bank would be placed under forced administration 
because of growing liquidity problems. Depositors queued 
outside brandies of the bank yesterday in an effort to 

withdraw their deposits as the Slovak government new a 
crisis meeting led by Vladimir Medar. the prime minister. 
In recent days, growing doubts about the finandal 
viability of Investicna a Razvqjova B ank a have led jrtner 
domp -gt y* and foreign banks in Slovakia to stop lending to 
it in the short-term Interbank market IRB has been 
increasingly unable to fulfil commitments to its 
customers and to make requested payment transfers, a 
lAoding foreign banker said in Bratislava last night, anna 
reports that $100m bad been withdrawn as the run on the 
twmir ^pHnnori Keom Done, London 

■ HEALTH REPORTS 


Mixed messages on Yeltsin 

The Kremlin sent out mixed messages yesterday about 
the convalescence of Boris Yeltsin, the Russian president, 
rfocppnmg the confusion surrounding his health. Mr 
Yeltsin began the day on a robust note, appearing briefly 
on television to assure the nation that he felt “great" and 
would return to work today. 

“Everything is all right with me. My illness was not 
related to any heart problems." the president said, 
speaking to a group of Russian journalists befor e a^ 
meeting at his sanatorium with Vidor Chernomyrdin, 
prime minister. “I will leave here [the sanatorium] 
tomorrow.” But just a few hours later, the president was 
contradicted by his own spokesman, who said Mr Yeltsin 
would stay in Barvikha, a sanatorium outside of Moscow. 

He gaid the president was expected to stay there for the 
full 10- to 12-day period doctors prescribed when he first 
mmo down with what the Kremlin says is a “cold” on 
rwpmhpr io. Chrystia Freeland, Moscow 

EU PROPOSALS 


Genetics rules not approved 

The European Commission yesterday failed to win 
approval from member states for proposed rules on the 
labelling of genetically modified soya beans and maize, 
hi g hli g hting the controversial nature of the issue. 

The pynmisginn had hoped to im p l emen t the rules on 
February 1, but this now seems unlike ly. It conceded 
there was “limited enthusiasm” yesterday among national 
representatives on a foodstuffs committee for its 
proposals, although the issue will be considered again in 
mid-January. 

The Commission proposes that labelling should be 
compulsory if a food contains desoxyribose- 
nucleic add (DNA) or genetically modified proteins. 

If a product contains ingredients made from genetically 
modified soya or maize the words “produced from 
genetically modified soya or maize” must appear on a list 
of ingredients or be displayed prominently elsewhere on 
the labelling. Some states feel the tests are too 
onerous. Michael Smith, Brussels 

PAY LIMIT PROTESTS 


Unions strike in Greece 

Greek trade unions staged a one-day general strike 
yesterday in protest at the Socialist government's 
restrictive wage policy, shutting down public transport in 
Athens and delaying flights by Olympic Airways, the 
state carrier. 

The strike drew little response from private sector 
workers but affected state-controlled banks and 
government offices. It was timed to coincide with debate 
in parliament an next year’s budget. 

Ferry sailings to Italy and the Aegean Greek islands 
were delayed, as the Panhefienic Seamen’s Union also 
supported the strike. But private banks stayed open, and 
stores in Athens were filled with Christmas shoppers. 

The government has proposed a virtual pay freeze for 
public sector workers next year as it accelerates efforts to 
reach the inflation and budget deficit targets for joining 
the single European currency. Kerin Hope, Athens 

CLINTON PLEDGE 


US troops 4 to stay in Bosnia’ 

President Bill Clinton said yesterday that American 
troops would remain in Bosnia past his original 
withdrawal date of June 1998. He set no new deadline for 
their pull-out Highlighting the achievements made store 
the Dayton Peace agreement two years ago ended the war 
in Bosnia-Hercegovina, Mr Clinton said: “Progress is 
unmistakable, but it is not yet i r re ve r s i ble." 

“If we pull out before the job is done, Bosnia will almost 
certainly fall back into violence, chaos and ultimately a 
war every bit as bloody as one that was stopped,” he 
added. American troops now number 8^00. Mr Clinton 
called for tbe strengthening of the 2JXXJ strong, unarmed 
international police force. 

Dutch members of the some 22,000-strong Nato-led 
Stabilisation Force yesterday arrested two Bosnian Croat 
suspects indicted for crimes committed against Moslems 
in April, 1993. 

Of 78 indicted war criminals, the international tribunal 
has convicted and sentenced two suspects and 18 are in 
coBtody. The former Bosnian Serb leaders, Radovan 
Karadzic and General Ratko Mladic, remain at large. 

Laura SUber, New York 

m UKRAINIAN FUGHT 


Greeks seek lost airliner 

Greece's defence ministry suspended at dusk yesterday a 
search, for a missing Ukrainian airliner with at least 70 
people on board. It had lost contact with Thessaloniki 
airport control tower shortly before it was due to land on 
Wednesday night Officials said that about 2,000 troops 
would resume looking for the Russian-built Yakovlev-42 
at dawn. The search centred on a remote mountainous 
area near Mt Olympus, but was hampered low cloud an d 
snowy conditions. 

The aircraft operated by Airsweet a Ukrainian-lsraeli 

011 a ate** from Kiev to Odessa and 
Thessaloniki. Civil aviation officials said the pflot was 
due to make a second attempt at landing in thvir 
when radio contact was lost Kerin Hope, Athens 

■ SHOOTING DURING REVOLUTION 

Romanian generals accused 

Charges have been brought against two former senior 

PnmaniqTi mmawiTg -J — a- , 


, '“r'" ** uraermg toe shooting ol 

demonstrators dunng the 1989 revolution. If convicted 
aggravated murder”, they could face life in prison. 

Generals Victor Stanculescu and Mlhal Chttac were 
reifcetfavely head of military industry and commander 
the Bucharest garrison in the fast year of Nicolae 
Ceausescu’s Communist dictatorship. They are the fijra 
senior army figures charged with Communist-era crim 

During the revolution, both men changed Gen 
Chitac became interior min ister and Gen Stanculescu i 
defence minister under the first posbC csnmnnis t ' 
government. Gen Stanculescu was a num^- of the "jc 
which executed Ceausescu and his wife. T9«na He is n 
a businessman and Romanian head of the B ritisfa-ba sa 
Baffl trading group. AnatoLLh 
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NEWS: EUROPE 


EU telecoms shake-up heralds a bloody war 


T 


I he barriers to full competi- 
tion in telecoms markets 
across the European 
Union will be dismantled on Jan- 
uary X, 1998. That, however, will 
signal only the start of what 
seems certain to prove a bloody 
war which some players may not 
survive, writes Alan Cane. 

Some problems for operators 
and regulators are already ob- 
vious: 

■ The setting up of regulatory 
bodies, essential to the orderly 
development of competition, is 
still at an earl? stage in many 
countries and there is little sign 
yet that common standards will 
be agreed across Europe. 

■ Interconnection rates, the 
charges competitors have .to pay 
the incumbent operator to have 
their calls delivered, are high and 
vary widely across Europe. These 
charges constitute a large propor- 
tion of a new competitor's over- 
heads and are a key determinant 
of the rate at which competition 
develops. 

■ Number portability, a custom- 


From January 1998, the European Union will throw open its telecommunications markets. Full competition will be 
allowed In fixed and mobile telephony, both voice and data, and in sendees and infrastructure. In addition, full foreign 
ownership of national carriers will be allowed. In these special reports FT writers examine the consequences of the 
coming changes for the EU as a whole, as well as for individual countries, companies and regulators 


er's right to retain the- same 
phone number when changing 
operators, is poorly developed in 
Europe. The UK, whose telecoms 
market has been liberalised for 
more than a decade, only 
achieve! portability last year. 

Paul Chisholm, president of 
Colt Europe, a new operator 
chiefly serving Europe’s financial 
markets, comments: *T can see us 
being aggressive in convincing 
regulators to make the right deci- 
sions”. He thought, however, that 
interconnection rates, especially 
in France and Germany, were 
more reasonable than expected. 

But using countries where mar- 
kets have been open for some 
years as a guide, it seems certain 
that competition will develop 
only slowly and that newcomers 
will have a hard time winning 


market share from incumbents 
protected for more than a cen- 
tury by monopoly, state owner- 
ship and bureaucracy. 

In the UK, British Telecommu- 
nications, the European leader in 
marked liberalisation, still 
retains some 70 per cent of the 
market despite 13 years of compe- 
tition. 

The European Commission, 
however, is determined that mar- 
ket liberalisation throughout the 
EU as a whole will force chang e 
on overweight, sluggish and 
bureaucratic carriers. The UK 
experience may help new compet- 
itors to a better understanding of 
ways to tackle the incumbents’ 
dominance. 

After reviewing the situation in 
September, the Commission 
showed Its teeth last month. 


instigating legal action against 
seven countries - Belgium. Den- 
mark, Germany, Greece, Italy, 
Luxembourg and Portugal - for 
failing to implement one or more 
of its market-opening rules. 

Belgium, Greece. Italy. Luxem- 
bourg and Portugal, for example, 
have yet to comply with rules 
which require them to allow new 
competitors to build physical net- 
works in competition with the 
existing monopolies. 

Member states can hardly com- 
plain about lack of preparation 
time. The EU has been pondering 
market liberalisation for more 
than a decade. Open competition 
in telecoms switches, switch- 
boards and handsets, for exam- 
ple, has been allowed since 1988. 
At present, there is open competi- 
tion across Europe in mobile 


voice services and data services, 
but public voice calls - which 
provide the bulk of operators' 
revenues - remain the preserve 
of national carriers, except in the 
UK, Sweden and Finland. 

The decisions which led to Jan- 
uary I, 199S as the starting date 
for full telecommunications liber- 
alisation were made in 1993 and 
1994. The only EU countries 
excluded are Greece. Ireland and 
Portugal, which have been 
allowed a few extra years tn 
enable their national operators to 
prepare to face the full blast of 
competition. 

The Commission was deter- 
mined to press ahead with liber- 
alisation for two reasons. First, it 
was influenced by the perception 
that economic development fol- 
lows rather than precedes effi- 


cient telecoms, and that competi- 
tion is the best way to ensure 
quality and variety of service. 

The Commission was aware of 
the vigour of the US telecoms 
market, which has been rela- 
tively open for more than a 
decade, and concerned that 
Europe might fall behind. As Sir 
Peter Bonfield, BT chief execu- 
tive. said earlier this month, lib- 
eralisation was a once in a life- 
time opportunity: “The stakes arc 
high." he said. “If we succeed, we 
will give new vitality to the sin- 
gle market in all sectors and 

make the European Information 
Society a reality. If we fail, we 
could see Europe fall behind the 
US as a destination for invest- 
ment and as a centre of economic 
growth and opportunity". 

The second main factor behind 


the market opening has been the 
wider pressure of world trade lib- 
eralisation. The package of liber- 
alisation measures to which the 
EU countries have agreed was 
essentially Europe's “offer" or 
commitment to the ground-break- 
ing World Trade Organisation 
agreement in early 1997 designed 
to open the majority of the 
world's telecoms markets to com- 
petition. 

Operators new to Europe, such 
as WorldCom, Colt. Esprit Tele- 
com and RSL Communications 

Europe, welcome the opening of 

the markets and now opportuni- 
ties. Established operators may 
pay lip-service to the ijimv order 
but ore resigned to losing market 
share as competition hues. 

They will have the common 
problem of defending their home 

markets against the new rivals 
while attempting to sustain reve- 
nues by competing successfully 
abroad. This explains the rash of 
alliances and partnership which 
have sprung up across Europe as 
the January dead I inn approaches. 


Euro-regulator spectre hovers backstage Mobile phone 

competition 
‘ lik e cat fight’ 


Brussels has not abandoned 
the idea, writes Emma Tucker 


Europe on the line: hold for opportunity 


O ver the past four 
years the European 
Commission and the 
15 countries of the European 
Union have pieced together a 
regulatory framework 
designed to ensure free and 
fair competition in telecoms 
after liberalisation. 

The approach has been rel- 
atively light, the idea being 
that national telecoms regu- 
lators will take charge of 
competition matters, with 
the Commission as ultimate 
arbiter where disputes arise. 

But many in the industry 
hanker after, a single Euro- 
pean regulator to oversee 
the transition to liberalisa- 
tion. Companies fear the 
existing decentralised sys- 
tem will settle issues too 
slowly. They also question 
the independence of the new 
National Regulatory Author- 
ities (NBAs), 

Martin Bangemann, com- 
missioner responsible for 
telecoms, is sympathetic to 
the idea of a Euro-regulator, 
but has not pressed its case. 

“It would have been too 
much to ask of the member 
states,” says a Commission 
official. Imposing a Euro-reg- 
ulator on top* of liberalisa- 
tion might have been “hard 
for them to digest”. 

In the industry, opinion is 
divided. “We are in favour of 
this kind of regulator, but 
we would want to know 
exactly what it was going to 
regulate,” says Christophe 
BortoK of France Telecom. 

Richard Woollam of the 
European Communications 
Network goes much further, 
believing that without a sin- 
gle authority Europe’s liber- 
alised market will become 
bogged down in disputes 
that take months to settle. 


“TTie system needs to be 
fast, it needs to be dominant, 
and it needs to be federal- 
ist,” says Mr Woollam. 

Instead, Europe has 
imposed the very opposite - 
a decentralised system of 
under-resourced national 
authorities likely to settle - 
disputes slowly, he says. 

By contrast, the European 
Public Telecommunications 
Network Operators Associa- 
tion (Etno), argues that “the 
NRAs and the regulatory 
laws in the member states 
need to be given a chance to 
prove themselves before the 
desirability and role and 
responsibilities of a new 
European regulatory func- 
tion can be established.” 

One argument in favour of 
a Euro-regulator is that it 
would be more independent 
and so more effective at 
standing up to former 
monopolies - powerful, 
wealthy companies that 
have had years to prepare 
for “big bang” liberalisation. 

By contrast, the new 
NRAs will be poorly 
resourced and staffed and 
are likely to get caught In 
the middle of clashes 
between powerful telecoms 
companies, battling to bust 
open each other’s markets 
while preserving their own 
position at home. 

“We have lad Oftel in the 
UK since 1984 and it is still 
under-funded and under-re- 
sourced,” says Mr Woollam. 

Under resourcing also 
leads to slow responses by 
the regulators - which can 
be harmful when companies 
are on the verge of investing 
huge sums. 

Another concern revolves 
around the independence of 
the NRAs, largely staffed by 
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former employees and civil 
servants of the telecoms 
monopolies or government 
departments that ran them. 

With privatisations pend- 
ing for many of the farmer 
state-run operators, govern- 
ments may exert pressure on 
the regulators to avoid deci- 
sions that devalue their pre- 
cious assets. This could 
affect settlement of transbor- 
der disputes over intercon- 
nection charges, for exam- 
ple. 

The other main argument 
against leaving competition 
matters to the member 


states is that by the Commis- 
sion's own admission, many 
are not yet ready to take on 
the role. 

A review of the situation 
in September revealed that 
many countries are not 
applying the law in practice, 
resulting in long delays 
before licences are granted, 
prohibitive licence fees and* 
interconnection charges 

However, virtually all ■ 
member states had taken 
the necessary measures 
to set up an NRA indepen- 
dent of the incumbent 
operator and endowed 


‘with appropriate powers. 

“It is not likely that we 
wiQ have serious problems 
with the NRAs." says the 
Commission Official, adding 
that those overseeing 
Europe's biggest markets are 
already on the right track. 

“The new French and Ger- 
man regulators have lowered 
interconnection charges in a 
way which was probably not 
expected,” he says. 

Nevertheless, the Commis- 
sion has not abandoned the 
idea of a Euro-regulator. It 
will look again at the situa- 
tion at the end of 1999. 


Sauce: /VttJysys. ITU. World Bank 


If the Commission then 
decides to establish a Euro- 
regulator, Etno and many 
other telecoms players 
believe the arrangement 
should only be temporary. 

“Sector specific regulation 
for telecoms should be 
allowed to wither away over 
time," says Neil Gibbs of 
Etno. “There are certain 
areas such as numbering 
and frequencies which do 
need special regulation, but 
normal competition rules 
should eventually apply, just 
like for any other industrial 
sector." 


US operators ready to fight for market share 


By Alan Cane 

US and US-backed companies have 
been preparing for the opening of 
Europe's telecoms markets for 
years. None of them believes it will 
be easy. “I don't expect a walk in 
the park,” says David Oertle, chief 
executive of Esprit Telecom, one of 
the fastest growing of the indepen- 
dent operators. 

Still, US companies have been 
getting ready for tbe Eight. This 
week Esprit raised about $300m 
from institutional investors in 
Europe and the US to fund an 


ambitions expansion of its net- 
work. Flans are ready to add 21 
new European city sales offices to 
the 19 already in place. 

According to Mr Oertle: “We 
believe it is necessary either to 
own or control your own network 
infrastructure if you are going to 
be one of the significant long-term 
players in Europe.” 

WorldCom, the rapidly growing 
US operator, is creating a pan-Eu- 
ropean network to link the fibre 
optic loops it has been laying 
around major European financial 
centres including London, Amster- 


dam, Brussels. Paris, Frankfurt, 
Zurich and Milan. 

The company claims to be the 
only operator in northern Europe 
with the licences, fibre optic con- 
nections and interconnection 
agreements to provide comprehen- 
sive services to its customers 
throughout the region. 

Hermes Rail tel is a different kind 
of operator. Owned by a consor- 
tium of ll European railway com- 
panies and the US group Global 
Telesystems, it has been laying 
fibre optic cables along railway 
lines to form a network capable of 


attracting business from other 
major telecoms companies. 

AT&T, MCI and Sprint, the 
larger US carriers, have operated 
chiefly through local partners. 
AT&T has formed an alliance with 
Unisource, while Sprint has linked 
up with Atlas, the alliance of Deut- 
sche Telecom and France Telecom. 
MCI, still legally a partner with 
British Telecommunications in 
Concert, will have access to World- 
Corn’s local networks when its 
acquisition by WorldCom is com- 
plete. 

In addition, a number of US 
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Long-distance visionary Defensive giant limbers up 


rrtish Telecommunications 
in ntalm European leader- 
tip in moves to exploit mar- 

?t liberalisation. It -confin- 
es to dominate its home 
arket while extending its 
fiuence abroad through a 
tries of. alliances and part- 
irshdps. 

With the formation last 
eek of an Irish subsidiary 
rough an allian ce with the 
public’s Electricity Supply 
sard, its European jigsaw 
esse ntially complete. 

In Germany, Europe’s larg- 
t telecoms market, BT has 
50-50 joint venture, Viag 
terkom, with the indus- 
ial group Viag- In France, 
is a partner with Compag- 
e G£n6rale des Eaux in’ 
jgetel, which is expected to 
aerge as the chief campeti- 
r to France Telecom. 

The UK group suffered a 
verse this year, however, 
ben ambitious plans to 
erge with MCI of the US 
iled at the last moment, 
[negotiation of the terms of 
e merger after MCI issued 
profits warning allowed 
arid Com, a rapidly grow- 


ing and aggressive US opera- 
tor, to snatch MCI from BTs 
grasp. 

But BT intends to secure 
total ownership of Concert 
Communications, the global 
supercarrier it formed in 
partnership with MCL Con- 
cert will continue to be chief 
vehicle for BTs efforts to 
attract the business, of large 
International customers 
through advanced services 
such as virtual private net- 
works and frame relay, 
which give customers lower 
costs and greater efficiency. 

At home, BT has lost mar- 
ket share since the UK mar- 
ket was first opened in 1984, 
but at a slower rate than 
could have best anticipated. 
There are, however, now 
more than 50 licensed opera- 
tors in the UK, while retail 
prices have fallen more than 
50 per cent in real terms 
since the company was pri- 
vatised in 1964. 

But competition is begin- 
ning to hurt as integrated 
cable and telephone opera- 
tors such as Cable and 
Wireless Communications 


take greater market share. 

BT is losing residential 
customers at more than 
60,000 a month - helped, no 
doubt, by number portabO- 
ity, which makes changing 
operators less traumatic. 

Don Cndckshank, UK tele- 
coms regulator, recently pre- 
dicted that by 2000 BTs 
share of local rails would be 
less than TO per cent, com- 
pared with about 90 per cent 
today. He said BTs share of 
international calls would 
slip to only 40 per cent com- 
pared with over 60 per cent 
today. 

BTs prices are competi- 
tive because or regulatory 
and competitive pressures, 
though most of its competi- 
tors can undercut at least 
some of its tariffs. 

It has Increased its deci- 
sion-making speed and 
moved into new territories 
including advanced media 
services, forming British 
Interactive Broadcasting 
with BSkyB, Matsushita and 
HSBC Midland. 

Alan Cane 


Deutsche Telekom has had 
to find nimble feet fast. 
Little more than a year after 
its partial privatisation in 
November 1996, the German 
telecoms giant is facing fur- 
ther upheaval - this time led 
by new. well resourced 
rivals determined to snatch 
market share and profits. 

At times, the changes have 
made the company seem 
defensive. 

When regulators set unex- 
pectedly low prices for the 
“interconnection" between 
Deutsche Telekom’s network 
and those of its rivals, its 
reaction was furious. 

Interconnection rates are 
vital for their effect on com- 
petition and the value they 
place on established compa- 
nies' infrastructure, and 
Deutsche Telekom argued 
that it had been cheated 

The company has only just 
finished a DM50bn ($28bn) 
investment programme to 
modernise east Germany's 
antiquated telecommunica- 
tions systems - a cost it 
feels is not reflected in the 
interconnection tariffs. 


As a result it is challeng- 
ing the interconnection deci- 
sion in court. The result, 
expected next year, will be 
an important test of the 
strength of Germany's 
freshly installed telecoms 
regulatory regime. 

No matter how the verdict 
goes. Ran Sommer, the for- 
mer Sony executive who has 
headed Deutsche Telekom 
since May 1995. is still fight- 
ing to curb costs, despite 
cutting staff by 30,000 over 
the past three years. But he 
probably has a little breath- 
ing space anyway. 

The effects of liberalising 
public voice services from 
January are likely to build 
slowly. At the end of the 
year responsibility for regu- 
lation will switch from the 
Bonn post and telecoms min- 
istry to a new agency and it 
will take time to sort out 
unresolved technical issues. 
And the new competitors 
want to roll out services 
slowly to avoid mistakes 
that alienate cautious Ger- 
man consumers. 

But there is no doubting 


the strength of competition. 
To dale, the post ministry 
has licensed 35 new public 
telephone network providers 
- of which 13 plan to operate 
nationwide services. 

O.teLo. a telecoms venture 
by the Veba and RWE indus- 
trial conglomerates, prom- 
ises to undercut Deutscbe 
Telekom by 15-20 per cent on 
long-distance calls, while 
Mannesmann Arcor, another 
new group, promises similar 
discounts. 

In response, Mr Sommer 
promises “a surprise every 
month”. Deutsche Telekom 
will compete on service as 
well as price, he says. 

This week Deutsche Tele- 
kom announced aggressive 
price cuts for long-distance 
calls as part of a competitive 
tariff structure for next year. 
It will also offer discounts 
for long-duration calls and 
reduce connection charges 
with its mobile phone net- 
works. The company “will 
fight for every single cus- 
tomer," Mr Sommer says. 

Ralph Atkins 


By Alan Cane 

Mobile phone operators and 
data networking companies 
have enjoyed liberalised 
markets in Europe since the 
late 1980s. But interpretation 
of “liberalisation” can differ 
from country to country . 

While new mobile opera- 
tors may face lesser chal- 
lenges than newcomers in 
conventional fixed wire tele- 
phony, they can still be hurt 
by regulatory’ foot-dragging. 

Mike Short, director or 
international affairs tor Cell- 
net. the UK's second largest 
mobile operator, says the sit- 
uation of new challengers to 
fixed line incumbents “is 
like a mouse chasing an ele- 
phant; in mobile, it's more 
like a fight between two 
cat6“. Customers have 
enjoyed lower prices and bet- 
ter service as a result 

In Germany, Mannesmann 
Mobilfunk has shaken Deut- 
sche Telekom’s DeTeMobile 
subsidiary with aggressive 
pricing and marketing. 
Mobile telephony has grown 
dramatically in Europe as a 
whole, with more than 30m 
subscribers. The European 
Commission is forecasting 
40m subscribers by 2000 and 
80m by 2010. 

There are now at least two 
competing operators in all 
EU countries and the Com- 
mission has called for 
licences to be issued for per- 
sonal communications ser- 
vices - mass market mobile 
telephony - by 1998. But in 
spite of liberalisation, regu- 
latory problems still affect 
the sector. 

The Commission warned 


the Italian government ear- 
lier this year it faced knr.il 
action over its mobile licen- 
sing policy. Tie Commission 
said Italy had failed to com- 
pensate Ommtcl Pronto 
Italia, the country's second 
operator, for charging it a 
LTSObn (8431 .6nn licence fee. 
while Telecom Italia Mobile. 
Italy's biggest ceUullar com- 
pany, paid nothing. 

The Commission is now 
threatening to withhold 
approval for an alliance 
between Telecom Italia. 
AT&T and Unisource until 
full compensation. 

Meanwhile, data transmis- 
sion has also become one of 
the fastest growing telecoms 
services driven, today, by 
the internet and other capac- 
ity-hungry applications. 

It has also become a useful 
foothold for international 
companies. Denied the possi- 
bility- of offering voice ser- 
vices anywhere in Europe, in 
1989 AT&T bought Istel. a 
UK-based data networking 
group. "We continually need 
more bandwidth,” says Steve 
Wbipps, managing director 
of AT&T's business markets. 

It is not an area for small 
operators. There are three 
leagues of competitors: first, 
the global alliances, such as 
AT&T-Unisource, Concert 
Communications, Global 
One, and the Cable and 
Wireless group. Then there 
are sendee proriders such as 
IBM and Equant. which 
claims to operate the world's 
largest data network. 

Third, there are newcom- 
ers such as WorldCom, 
which plan to lease or rent 
capacity on their networks. 


groups, especially the “Baby 
Bells", as the regional operating 
companies are known, have 
invested in UK telecoms and cable 
television companies in the past 
few years, to exploit the growing 
market and gain experience of 
competition in a liberal regime. 

Cable television has proved less 
successful than many had hoped. 
With the opening up of new oppor- 
tunities in the US under the Tele- 
communications Act of 1996, many 
of these groups are looking back to 
their home territory, rather than to 
Europe. 


Sweden paves 
way with early 
liberalisation 


By Greg Mclvor 
in Stockholm 

As the first European 
country outside the UK to 
deregulate its telecommuni- 
cations industry’. Sweden is 
something of a showcase 
among the countries now 
preparing to follow suit 

The country deregulated 
its cellular services as long 
ago as 1981. Liberalisation of 
fixed -line telephony was 
under way by the end of the 
decade, and by 1993 deregu- 
lation was complete. 

The advent of competition 
triggered a rapid influx of 
telecoms operators into the 
country’s SKrSObn ($i0.3bn) 
market. Telia, the former 
monopoly operator, now has 
some 15 competitors on its 
doorstep. 

Among them are such 
groups as MFS of the US, 
Global One - an alliance of 
Deutsche Telekom, France 
Telecom and Sprint of the 
US - and Telenordia. a joint 
venture between British 
Telecom, Tele Danmark and 
Telenor of Norway. 

But malting an Impact on 
the market has not been 
easy. Stelacon, a Swedish 
consultancy, estimates Telia 
retains 94 per cent of the 
fixed telephony market. 

The strongest challenge 
has come from Tele2, con- 
trolled by Kinnevik, the 
Swedish media group. Tbe 
company has captured more 
than 20 per cent of interna- 
tional traffic and about 10 
per cent of long-distance 
calls, but has been less 
aggressive in tbe local calls 


segment, where margins are 
thinnest 

Big foreign groups have 
also won some business from 
high-volume telecom users, 
such as Swedish multina- 
tionals. Nevertheless, the 
foreign entrants' combined 
share of tbe total market is a 
mere 1 per cent, according to 
Stelacon. 

One obstacle to expansion 
is Telia's control of access to 
its fixed networks, ft leases 
capacity to competitors but 
there hare been complaints 
that its charges ore too high 
and suggestions that the 
independent regulator could 
be firmer in promoting com- 
petition. 

Several operators are 
developing their own net- 
works using ducts and pipe- 
lines owned by the national 
railways board and national 
electricity grid. But these 
offer local or regional rather 
than national coverage. 

However, the loss of some 
of Telia’s lucrative interna- 
tional and long-distance traf- 
fic has squeezed the margins 
of the farmer monopoly, for- 
cing it to cut its workforce 
from 46,000 in 1991 to 31.000 
today. But in spite of its fall- 
ing profitability, Telia's reve- 
nues have increased 
steadily. 

“The good news about 
competition is that the over- 
all market grows more rap- 
idly,” says Bertil Thorn gren. 
Telia's head of corporate 
strategy. The Swedish tele- 
com market, he says, is 
growing at 10 per cent annu- 
ally - more than three times 
the pre-deregulation rate. 
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Punishment 


Overseas sales are seen as key to the country’s growth as domestic economy remains sluggish 
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and Nikko 


By Paid Abrahams and 
Gifflan Tett m Tokyo 


By Gil Ban Tett in Tokyo 


Daiwa and Nikko Securities, 
Japan's second and third 
largest brokers, yesterday 
received large government 
penalties as a punishment 
for a racketeer scandal 

Daiwa was banned from 
proprietary stocks, futures 
and options trading and Jap- 
anese bond underwriting for 
four months, while Nikko 
was suspended from s imilar 
operations for 2Vi months. 
Both penalties start on 
Christmas Day. 

The penalties are s imilar 
though slightly smaller than 
those imposed on Nomura, 
Japan's largest broker, for a 
similar scandal in August. 
These are due to end this 
month. However, the suspen- 
sion could hurt the other 
two brokers more since they 
are in a weaker financial 
position than Nomura. 

They are also likely to 
boost the position of foreign 
investment banks, whicb 
have been making huge 
gains in Tokyo recently 
because of the scandals and 
the collapse of Japan’s 
fourth largest broker. Yam- 
aichi. last month. 

The “Big Four" brokers of 
Nomura. Daiwa, Nikko and 
Yamaichi previously domi- 
nated the Tokyo stock 
exchange. But in October 
and November, Merrill 
Lynch and Morgan Stanley, 
the US investment banks, 
respectively took the largest 
shares of trading on the 
Tokyo Stock Exchange- 

Foreign groups are expec- 
ted to increase this gain In 
December. However, firm 
data win not emerge because 
the three big Japanese bro- 
kers decided earlier this 
month to stop releasing 
timely information on their 
TSE shares, partly at the ini- 
tiative of Nikko. 

The announcement of the 
penalties by the Ministry of 
Finance marks the closing 
stage of the scandal, which 
has convulsed Japan's finan- 


cial world. It revolved 
around allegations the bro- 
kerages made illegal pay- 
ments to sokaiya. These are 
racketeers who demand 
money for not revealing sen- 
sitive information about 


companies. 

. Masashl Kaneko, Nikko 
president, yesterday 
acknowledged the penalties 
would have a severe effect. 
Analysts believe they are 
likely to leave Nikko and 
Daiwa recording almost no 
profit this fiscal year. Nikko 
and Daiwa respectively 
recorded pretax profits of 
Y2.2bn c$l7.3m) and Yl9bn 
in the six months to Septem- 
ber, compared with Y49J3bn 
at Nomura. 

However, some observers 
hope the shock of these scan- 
dals will force faster man- 
agement change at the bro- 
kers. Nikko yesterday said it 
planned to introduce new US 
accounting standards at the 
group in an effort to reas- 
sure international investors. 
Both companies have also 
recently announced new 
business plans. 

However, these efforts 
have been undermined in 
recent weeks by revelations 
of another scandal over 
Y260bn of hidden tobashi 
losses that Yamaichi was 
holding on Its balance sheet 
when it collapsed. Tobashi is 
the practice of shuffling 
losses between accounts to 
conceal them. Daiwa shares 
fell recently on suspicions 
that it is also holding such 
losses but the company 
strenuously denies this. 

Meanwhile. Sumitomo 
Bank said it was withdraw- 
ing from earlier discussions j 
about a possible purchase of 1 
Yamaichi's asset manage- i 
ment arm. EDS, the IT | 
group, said it was cancelling 
plans to hire Yamaichi's IT 
employees. However. Sanwa 
Bank confirmed it had com- 
menced negotiations to pur- 
chase Yamaichi’s investment 
trust affiliate. 

See Observer 


Japan's overseas sales are 
the key to what little eco- 
nomic growth Japan may 
achieve this fiscal year. Net 
exports are expected to pro- 
vide U3 per cent of economic 
growth tn the year ending in 
March, a period in which 
Japan's Economic Planning 
Agency (EPA) now thinks 
gross domestic product will 
expand just 0.1 per cent. 

If the EPA is right - and it 
has been notoriously over- 
optimistic - then Japan's 
export performance will 
have prevented the economy 
sliding into recession this 
fiscal year. 

But Japan's export growth 
is decelerating. 

Exports Increased just 6.4 
per cent last month, the first 
single digit increase since 
December last year. 

The main problem is Asia, 
which accounts for 40 per 
cent of Japan's shipments 
overseas. 


Exports to the US and EU 
rose 9.4 per cent and 13J9 per 
cent respectively. 

But those to Asia fell L9 
per cent, as the recent eco- 
nomic crises began to hit 
demand for Japanese prod- 
ucts. 

Exports to Thailand fell 33 
per cent, those to Malaysia 

4.3 per cent. 

Japan’s automotive manu- 
facturers warned yesterday 
.exports would be flat next 
year at 4.53m units. 

Despite the weakness of 
the yen, the export outlook 
is gloomy. 

The Economic Planning 
Agency yesterday warned 
exports would provide zero' 
growth in the next financial 
year. 

If Japan Is to avoid reces- 
sion the slack needs to be 
taken up by the domestic 
economy, which the EPA 
expects to grow by 1.9 per 
cent next fiscal year. 

Their forecast is despite 
the 1.4 per cent contraction 
in gross domestic product 


'Japan's exports; ‘Asian V '.’ ' 
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during the six months to 
September. 

Consumer confidence has 
been dented by last April's 2 
percentage point rise in sales 
tax and recent financial col- 
lapses. 

1 The bureaucrats are partly 
pinning their hopes on 
this week's corporate and 
income tax cuts and addi- 
tional public spending which 
they hope will help fragile 


consumer confidence. 

The ministry of finance 
says 70 per cent of the 
Y2,OOObn C$i5.7bn) income 
tax cuts should be provided 
to consumers by the end of 
March. 

The EPA's expectations 
are ambitious. 

It expects domestic 
demand to add L9 per. cent 
to GDP growth next year, 
compared with a 12 contrac- 


tion this fiscal year. 

But the economy’s weak- 
ness can be seen in Novem- 
ber's import figures, which 
registered the first decline in 
43 months. 

Japan' Automobile Import- 
ers Association said it expec- 
ted vehicle imports to foil 
15& per cent this year, the 
first decline in five years. It 
blamed poor consumer confi- 
dence and Hie yen's decline 
which made their cars more 
expensive. 

The biggest danger is a 
credit crunch. 

The slide in the Nikkei cut 
listed banks unrealised prof- 
its in securities by 45 per 
cent during the year to Sep- 
tember, according to a 
recent survey by Tokyo 
Shoko Research, a Japanese 
research group. 

Unrealised reserves fell by 
Y9,499bn to Y12.824bn 

among the 101 banks listed 
on the Tokyo Stock 
Exchange, as the Nikkei 225 
average fell 3,600 points over 
the 12 months to close just 


below 18,000. 

Since then the Nikkei has" 
fallen further, suggesting 
additional profits have been 
wiped out 

The loss of these reserves 
- which arise because of the 
gap between market and 
book value of banks' large 
equity holdings - wifi give 
them less of a financial cush- 
ion to write off bad debts. 

Government officials think 
this is the most important' 
factor - together with new 
lending regulations being 
introduced next year - 
huHinri tighter lending to big 
and small companies. A 
Bank of Japan survey this 
month showed a sharp dete- 
rioration in liquidity. 

Tbe danger is this squeeze 
could lead to bankruptcies 
and higher unemployment 
as well as another dip in 
consumer confidence and 
spending. 

If so, the chances of the 
economy hitting the EPA's 
growth forecast next year 
are bleak. 


Children who oil the wheels I Confidence in 


Sons and daughters of Chinese leaders aid foreign businesses 


A s China’s leading 
foreign bankers sit 
down today in Bei- 
jing with Xiang Huai cheng, 
a top official at the govern- 
ment tax bureau, to try to 
resolve problems raised by a 
new tax on foreign bank 
lending, they might spare a 
grateful thought for his 
daughter’s “liaison work”. 

Xiang Si si works for 
Arthur Andersen, the inter- 
national accountancy firm, 
which has arranged the 
meeting with her father and 
is charging foreign banks a 
fee for conducting the “lob- 
bying exercise". 

Guanxi - connections - 
have long been a feature of 
doing business in China, 
where a liberalising market 
economy operates in a one- 
party state. As international 
business bumps up against 
Beijing’s meddling bureau- 
cracy, the small hut growing 
number of children of Com- 
munist cadres working for 


foreign companies are val- 
ued as avenues - real or per- 
ceived - of political access 
and understanding. 

Ms Xiang, who started 
work in tbe tax department 
of Arthur Andersen's Bei- 
jing office earlier this year, 
said she did not organise the 
meeting with ■ Mr Xiang, 
whose official title Is deputy 
director of the State Admin- 
istration of Taxation and is 
a member of the Communist 
party central committee. “I 
have only done liaison 
work," she said, when con- 
tacted by telephone. 

Her manager, Tony Ewan, 
said: "She may have been 
asked by some colleagues to 
check her father's availabil- 
ity on that day, but she is 
not involved in the prqject." 
Participating in the lobby- 
ing exercise, Mr Swan said, 
would present Ms Xiang 
with a conflict of interest. 

Arthur Andersen is co-or- 
dinating the “lobbying exer- 


cise" for foreign banks in 
their campaign against the 
potentially damaging new 
levy, requiring banks that 
wish to attend or be repre- 
sented at the meeting to 
contribute to the firm’s pro- 
posed fee of 895,000 for pro- 
fessional services. 

Other Arms employ the 
sons and daughters of high- 
ranking cadres. 

Qian Ning, the son of Chi- 
na's foreign minister, Qian 
Qichen, works for Coopers & 
Lybrand, the accountants 
and business consultants, in 
Beijing. Mr Qian says ft has 
become “quite common" for 
the children of high-ranking 
officials to work for interna- 
tional companies. 

More and more of them go 
abroad to study and. on 
their return, they are 
increasingly free to work for 
the multiplying number of 
foreign firms. "The children 
of leaders have to make a 
living too. They have to get 


a job,” says Mr Qian. . 

Stuart Smith, managing 
partner of Coopers & 
Lybrand in Shanghai, says 
Mr Qian’s "use to us is that 
he can arrange meetings 
with people more easily 
than we might otherwise be 
able to do. He has access to 
people that others do n of. 

Union Bank of Switzer- 
land’s country manager for 
China is Zhou Yuan, the son 
of Zhou Nan. former head of 
Xinhua News Agency in 
Hang Kong which acted as 
Bering's de facto embassy in 
the territory before it 
returned to Chinese sover- 
eignty on July L 

Mr Zhou says the impor- 
tance of family relationships 
is often overstated: "It is the 
professional skills and 
knowledge of individuals, 
much more than their con- 
nections. which matter for 
expansion at a business." 


James Harding 


NEWS DIGEST 


China acts to 


boost lending 



China has cut its interbank deposit rates for mainland 
banks and foreign banks operating in Chinese currency 
from over 7 per cent to 1.7 per cent, in a move to 
encourage lending and bolster investment growth. 

The infant interbank market plays a limited role in 
China, where high savings rates tend to provide 
state-owned banks with sufficient liquidity to fund loans. 
However, the decision by the People’s Bank of China, the 
central bank, to cut the interbank deposit rate reflects the 
growing determination in Beijing to reinvigorate lending 
to Chinese business. The cut in the interbank deposit 
rates is dated back to October 23, when China cut its 
deposit and lending rates by U5 per cent and LI per cent 
respectively. James Harding, Shanghai 


PAKISTANI POLITICS 


Sharif suffers setback 


When Travelling Worldwide . . . 
Look for the Best Movies on TV! 



Nawaz Sharif, Pakistan’s prime minister, yesterday 
suffered a setback to his attempts to consolidate his 
political position in this month's presidential elections. 
The nomination of Rafiq Tarar. a retired judge and closed 
friend of the Sharif family who was backed by Mr Sharif 
to be elected as president, was rejected by Pakistan's 
election commission. The commission is an independent 
watchdog beaded by a judge of the supreme court, which 
scrutinises all candidates. 

Government officials said the nomination was rejected 
on the grounds that Mr Tarar had criticised some of 
Pakistan's senior Judges. Undo: Pakistani law. rawiirki tpg 
for election to higher public offices can be barred from the 
contest if they are found guilty of criticising judges. The 
law’ also allows for disqualification of public 
representatives after they are elected if they are found 
guilty of insulting judges. It was not clear if Mr Sharif 
would choose another candidate from tbe 29 who are 
contesting the election. Farhan Bokhari Islamabad 


MOTOR INDUSTRY 


New Zealand cuts tariffs 


New Zealand's once powerful car assembly Industry - 
which built up to 160.000 care a year a decade ago - seems 
a certain casualty of the government’s decision to axe the 
tariff on motor vehicles. 

The government last night said the tariff would be 
scrapped from December 1 , 2000, in a hid to make vehicles 
cheaper. John Luxton, commerce minister, said it would 
cut the price of new cars by up to NZ$4000 (USKl38g). 

Over the next three years the government would continue 
to cut back the tariff regime, which began nearly a decade 
ago under the reformist Labour government 

Terry Had, Wellington 


PRESIDENTS HEALTH 


Suharto tries to ease worries 


President Suharto re-appeared in public yesterday for the 
first time in 12 days, easing concerns among his people 
and the markets about his health. 

Mr Suharto, 76, appeared tired but cheerful as he 
congratulated 947 graduating armed forces cadets in the 
grounds of his presidential palace. He dispensed with a 
tradition of descending from the podium to ming le with 
the soldiers, cutting the ceremony to 40 minutes. 

The rupiah climbed back to 4350 to the US dollar on the 
news compared with an afl-ttnae low of 5380 on Tuesday. 
The Jakarta Stock Exchange Index edged up 9.7 points to 
368 -7. Sander Thornes, Jakarta 
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Australia but 
woes ahead 


By Gwen Robinson 
In Sydney 


Buouyed by positive indices, 
the Australian government 
yesterday rushed out its 
annual mid-year economic 
review, ahead of tbe planned 
January schedule. 

The report says the econ- 
omy is performing better 
I than earlier forecast and will 
produce a budget surplus for 
< the first time in almost a 
decade, according to John 
Howard, prime minister. 

The news comes after tur- 
moil in Asia triggered fears 
of a potential knock-on effect 
and dragged down the Aus- 
tralian dollar and share mar- 
ket. Strong domestic demand 
is expected to offset the 
impact of the Asian crisis, 
said Peter Costello, trea- 
surer. Australian families, 
have benefited from interest 
rate cuts and now had the 
confidence to spend at 
Christmas “sure in the 
knowledge the government 
is managing the economy 
responsibly." he said. 

For the year to June, Aus- 
tralia's underlying budget 
deficit will be reduced to 
A$2.7bn (USSUbn) against 
the earlier forecast of $3Jbn, 
the treasury said yesterday. 
The underlying figure dis- 
counts asset sales and one- 
off items and is the most 
closely watched figure by 
f jtmnrini markets. 

The forecast for GDP 
growth, meanwhile. 
remaine d unchanged at 3.75 
per cent, up from 3.3 per 
cent the previous year, 
despite earlier fears that 
Asia's woes would force 
downward revisions. Under- 
lying inflation for the year 
was revised to 1.75 per cent 
from 2 per cent. 

But darker clouds from 
Asia are already moving 
towards Australia. Private 
economists, while broadly 
agreeing with the govern- 
ment's prognosis for the cur- 
rent financial year, say the 
good news will be shortlived. 
They say growth is likely to 
tail off in the second hajf of 
1998 as exports and business 
investment slow down. 

In tbe foreign exchange 


market the Australian dol- 
lar is "guilty by association 
with Asia," said one analyst. 
As Aka's problems deepen, 
that view is likely to apply 
to the country’s vast com- 
modity export and tourism 
industries. 

That is because the Asian 
region absorbs nearly 60 per 
cent of Australia's total 
exports; excluding Japan, 
the total figure is 40 per 
cent Korea is Australia's top 
market behind Japan. In 
addition, Asia took more 
than 92 per cent of Austra- 
lia’s entire steaming coal 
exports last year and 80 per 
cent of iron ore exports. 

In tourism, the country's 
top foreign exchange earner 
and creator of jobs, the 
growth forecast for Inbound 
tourism was cut last week 
from 11.5 per cent to 
between 3 and 7.3 per. cent in 
the next eight years. 

Mr Costello admitted yes- 
terday the region’s woes will 
cut into Australia's 
short-term growth prospects. 
Employment growth is 
unlikely to rise from the cur- 
rent year and GDP growth is 
likely to slow to 325 per cent 
in the next financial year, he 
said- "You're sitting in the 
midst of the biggest financial 
meltdown we've ever seen in 
our lifetime in our region," 
he added. 

The chief concern is that 
the combination of collaps- 
ing export markets and ris- 
ing imports will blow out the 
current account deficit and 
drive up interest rates, 
reopening a gap of up to L5 
percentage points between 
Australian and US rates. 

It Is hardly surprising that 
many ordinary Australians 
are confused. To match the 
mixed economic signals, tbe 
share market and the Aus- 
tralian dollar were on roller 
coasters throughout the 
week, as fears of Asian con- 
tagion dragged on blue chip 
resource companies. 

Tbe dollar plunged on 
Wednesday to a four -year 
low of US$0.6460. from the 
year’s high of USJ0.74 in 
October, before finning yes- 
terday on the back of the 
government’s fiscal review. 
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NEWS: INTERNATIONAL 


Kenya’s yesterday man adrift in tribal maelstrom 



The failure of opposition leaders to take charge of 
tribe-based politics leaves President Moi in a strong 
position to win re-election, writes Michda Wrong 


S lipping off a sock and 
propping a bare foot on 
the table, Kenneth 
Matiba wiggles his toes with 
evident satisfaction. 

“A stroke Is a funny 

thin g," he muses, admiring 
the dexterity he once 
thought he had lost “Recov- 
ering is like a frozen chicken 
defrosting. It starts from the 
outside, but the inside isn't 
quite right. It has taken a 
long time, but now I have 
recovered all the way 
through." 

While his struggle to 
recover full health wins uni- 
versal admiration, many 
believe the 1391 stroke suf- 
fered by the opposition vet- 
eran after lQ months of polit- 
ical detention left a 
once-inspirational leader 
unable to undertake the 
strain of high office. 

In an Interview, the man 
who ran President Daniel 
amp Moi a close second in 
the 1992 elections - notching 
26.8 per cent of the vote com- 
pared to the head of state's 
36J3 per cent - rants against 
the Asian community, 
claims Mr Moi has Aids and 
accuses the British and 
Americans of betrayal 
Watched over by an 
anxious aide, he has diffi- 
culty finishing sentences 


and slurs his words. 

His disability, and his fol- 
lowers’ reluctance to accept 
that retirement is now over- 
due, help explain why Ken- 
ya's December 29 elections 
are expected to return Mr 
Moi to a fifth term in office 
despite a record of top-level 
corruption, collapsing Infra- 
structure and declining liv- 
ing standards. 

For in what critics 
describe as a tactical blun- 
der. Mr Matiba, who 
emerged from the last polls 
as standard-bearer for an 
embryonic apposition, is 
boycotting the election on 
the grounds that recent con- 
stitutional reforms do not 
alter the fact that the elec- 
toral system is heavily 
weighted in Mr Moi’s favour. 

That leaves his Kikuyu 
community floundering: tom 
between the abstention Mr 
Matiba recommends, voting 
for a range of less charis- 
matic Kikuyu candidates, or 
tak in g the virtually unher- 
alded step of placing their 
trust In a candidate from a 
rival ethnic group. 

Since the Kikuyu repre- 
sent more than a fifth of the 
population and would be key 
players in any anti-Moi alli- 
ance, such confusion repre- 
sents a serious blow to hopes 


of ousting the head of state. 
Nearly 20 years after the 
death of Jomo Kenyatta. 
Kenya’s first president and a 
Kikuyu, the country's big- 
gest ethnic group is lost in 
the political wilderness. 

Orig in ating from Kenya’s 
fertile central hi ghlands, the 
Kikuyu were originally 
taken under the wing of Brit- 
ish colonialists, who 

regarded them as the most 

cooperative and adaptable 

of the country’s 42 tribes. 

They moved into the Riff: 
Valley, occupying land held 
by smaller tribes, and came 
to dominate the tea and cof- 
fee industry. But their real 
accession came during the 
Man Mau rebellion of the 
1950s, when Kikuyus waged 
war on white settlers, paving 
the way for independence. 

Under Kenyatta they pros- 
pered, not only enjoying 
political power but profiting 
from high commodity prices 
of the 1960s and 1970s to 
establish themselves as an 
ambitious commercial elite. 

When Mr Moi, a member 
of the minority Kalenjin 
tribe, took over in 1978 in 
the face of Kikuyu opposi- 
tion, marginalisation 
loomed. He gradually cre- 
ated a new power base by 
uniting small tribes who 



Kenneth Matiba addresses an election rally: many see a once inspirational leader as no 


resented the dominance of 
the Kikuyu and other large 
ethnic communities - 

In the phrase that so tell- 
ingly captures the crude 
reality of power in modern 
Kenya, Kikuyus were edged 
out as a new Rift Valley elite 
took its turn to “eat” state 
resources. The central high- 
lands were starved of devel- 
opment while government 
funds poured Into Kalenjin 
districts. 

“We built this country and 
now we have been reduced 
to beggars,” says David 
Karugo Mugo, running the 
parliamentary election cam- 
paign for the Safina party in 


Kiharu, the constituency 
north of Nairobi that Mr 
Matiba traditionally con- 
tested. 

“Lite used to be very good. 
Now our roads are impass- 
able, our youngsters are dis- 
qualified from government 
recruitment drives and when 
our water supplies break 
down, no one comes to fix 
them- Moi does not like the 
Kikuyus." 

Across these rolling bills, 
where the tightly-packed 
plots and lack of tree cover 
attest to a spiralling birth 
rate and huge pressure on 
the land, Mr Mugo would 
normally be raising support 


for Ford-Asili, Mr Matiba - s 
party - until his quixotic 
behaviour triggered an inter- 
nal coup d’etat. 

But the boycott call, 
widely rejected in central 
highlands because it would 
hand the ruling Kanu party 
victory on a plate, has forced 
Mr Mugo and his colleagues 
to find a new harbour, with 
a party registered a month 

before the polls and a former 
stock exchange chairman as 
a champion. 

Safina is not putting up a 
presidential candidate, so 
voters in Kiharu are waver- 
ing between Mwai Kibaki. a 
Kikuyu former viee-presi- 


flt for office 


dent regarded locally as a 
weak-willed fence-sitter and 
Charity Ngilu, a member of 
the eastern Kamba tribe and 
political neophyte. 

Neither Ti«« farmed the 
kind of pacts with other 
tribal groups that could give 
an opposition candidate a 25 
per cent vote in five of Ken- 
ya’s eight provinces, a condi- 
tion for success in the first 
round of the polls. 

“Our leaders have failed 
usr says Jackson Nganga, 
who is running In Kiharu’s 
municipal elections. “Since 
1992 there should have been 
amt* to work, out the modali- 
ties of getting into State 


House. Our leaders are. all 
too envious of power." . . 

Aware their electoral 
hopes are slim this time 
around, many Kikuyus pin 
their hopes on something of 
a dark horse: George Saitoti, 
the current vice-president 
and leading candidate for 
the succession once the 
73-year-old president retires. 

Although brought up in 

^jaqgailand hlS Origins STB 

Kikuyu. Many analysts 
believe bis plan is to stress 
his Masaai links, thereby 
reassuring the grna ^ tribes 
in government, just as long 
as It takes to win the ulti- 
mate post and then emerge 
as the new patron of the 
sidelined Kikuyus. 

In Muranga town, Kiharu’s 
focal point, local elders prick 
up their ears when they bear 
Mr Saitoti - s name and agree 
he would be acceptable as 
president But the fact that a 
cons tituency which has been 
an opposition fiefdom for 19 
years could welcome a Kanu 
hardliner and Moi confidant 
underlines the real weakness 
of Kenyan politics. 

Six years after the intro- 
duction of multtpartyism, 
politicians across the spec- 
trum ruefully acknowledge, 
what mattes is not ideology, 
but which tribe you belong 
to. As one analyst put it 
“When, parties talk about 
their democratic rights, they 
are really fi ghting for their 
tribe’s chance to “eat” at the 
national trough." 




US calls for tough line on Iraq 


By Michael Littlejohns and 
Laura Sflber in New York 

The US last night urged the 
United Nations Security 
Council to demand that UN 
arms inspectors be allowed 
to enter all suspected Iraqi 
weapons sites, following a 
new attempt by Baghdad to 
limit their operations, 
including a bar on President 
Saddam Hussein’s homes 
and offices and other 
so-called “sovereign sites”. 

Richard Butler, head of 
the inspection commission, 
briefed the Security Council 
yesterday on his latest talks 
with Iraq, which Bill Rich- 
ardson. US delegate, termed 
“discouraging'' and cause for 
great concern. 


President Bill Clinton this 
week again refused to rule 
out force in response to Iraqi 
intransigence, but Mr Rich- 
ardson S3id: “We want to 
resolve this issue diplomati- 
cally, through the Security 
Council.” 

Noting that the council 
had four times unanimously 
insisted on free access for 
UN inspectors, he voiced 
confidence that solidarity 
would be repeated In a decla- 
ration expected to be 
approved today. Russia and 
France, both permanent 
members with veto power, 
appose resort to force and 
have criticised Mr Butler. 

He reported yesterday that 
the Iraqis stated that no 
information on any weapons 


category would be volun- 
teered in future to the UN. 
There would be other new 
obstacles to bis efforts to 
ensure the elimination of all 
weapons of mass destruc- 
tion. Only a tew sites, such 
as factories, military camps 
and warehouses, could be 
entered without restriction. 

Nasir Hamdoon, the Iraqi 
delegate, challenged his 
report, saying it failed to 
reflect Baghdad's “readiness 
to work in the Joint pro- 
gramme Of techni cal iranes 
we have agreed upon.” He 
denied there was a stalemate 
and said Iraq looked forward 
to another visit by Mr But- 
ler, about January 19. 

So-called “presidential and 
sovereign sites" placed off 


limits by Iraq include the 
headquarters but not the 
branches of ministries and 
could not be inspected or 
flown over under any cir- 
cumstances. Mr Buter said 
this was “in contradiction of 
the decisions of the Security 
Council.” but Tariq Aziz, the 
deputy prime minister with 
whom he negotiated, called 
the decision absolute. 

He also declined to provide 
a map of restricted sites, say- 
ing this would identify 
bombing targets for the US. 
He did agree, however, to 
test an arrangement 
whereby a UN inspector and 
Iraqi “minder” could enter a 
sensitive site to ensure that 
movement was frozen and 
no documents destroyed. 


US in 
pledge 
on atom 
smasher 

By Frances WREams 
in Geneva 

The US has pledged over 
$500m to build the world's 
most powerful atom-smasher 
at the European Particle 
Physics Laboratory in 
Geneva, in an unprecedented 
deal intended to keep US 
researchers at the forefront 
of high-mergy physics. 

The agreement, to be for- 
mally signed in Geneva 
today, is the first between 
the laboratory, known by its 
French acronym Cera, and 
the US government 

It follows a 1393 decision 
by the US congress to kill 
plans for an $llbn Supercon- 
ducting Super Collider under 
construction in Texas after 
S2bn of state and federal 
funds had been spent 

Prof Christopher Llewel- 
lyn Smith, Cern’s British 
director-general, described 
the pact, concluded earlier 
this month, as “an historic 
event” and an excellent pre- 
cedent for international sci- 
entific collaboration. 

Cern’s Large Hadron Colli- 
der (LHC), due for comple- 
tion in 2005 at a cost of 
SFrSLSbn ($l^5bn), is being 
built in an existing 27km 
accelerator tunnel that 
spans the Swiss-French fron- 
tier. 

The LHC will allow scien- 
tists to accelerate protons at 
rates near the speed of light, 
colliding them at energies 
seven times greater that the 
most powerful existing accel- 
erator. the Tevatron at the 
US energy department’s Fer- 
milab. Results of the colli- 
sions will allow physicists to 
explore the structure of mat- 
ter and energy in unprece- 
dented detail. 

“We may obtain a deeper 
understanding of the origins 
of the universe and how the 1 
fundamental building blocks 
of matter are assembled.” 
Federico Pefia. US energy I 
secretary, said earlier this , 
month in Washington. 

About a quarter of US 
high-energy physicists are 
expected to do research at 
tbe LHC when it is com- 
pleted. Mare than 550 US sci- 
entists are already collabo- 
rating on the design and 
construction of the compo- 
nents for the giant detectors 
inside the LHC, alongside 
2,500 other scientists and 
engineers in 45 countries, 
including Japan, Canada, 
Russia, India and Israel. 

The two detectors, five sto- 
reys high and weighing 
thousands of tons, will 
record the shower of sub- 
atomic particles from the 
collisions, occurring at the 
rate of lbn a second. 

The US energy department 
is providing $450m for mate- 
rials and services provided 
by three of its national labo- 
ratories. including Fennilab; 
the National Science Foun- 
dation will contribute the 
rest of the money for compo- 
nents. 

Prof Llewellyn Smith said 
the US contribution would 
enable Cem to complete the 
LHC three years earlier than 
would otherwise have been 
possible, and to “allow con- 
struction of much better 
experiments”. 



Israel defiant on 


troop withdrawal 


By Judy Dempsey 
in Jerusalem 

Madeleine Albright. US 
secretary of state, yesterday 
foiled to secure a timetable 
for an Israeli troop with- 
drawal from the West Bank 
or agreement on how much 
land would be banded over 
by Israel to the Palestinians. 

After talks in Paris with 
Benjamin Netanyahu, the 
Israeli prime minister, and 
later in London with Yassir 
Arafat president of the Pal- 
estinian Authority, Washing- 
ton has given Israel more 
time to discuss the redeploy- 
ment with the cabinet 

This is despite pressure 
from Mrs Albright who said 
she wanted progress by the 
end of the year, specifically 
on issues related to Israel 
establishing a safe corridor 
between the West Bank and 
Gaza, opening an airport and 
sea port in Gaza and imple- 
menting the long-delayed 
second Israeli redeployment 
from the West Bank. 

Israeli officials insisted 
there would be “no safe cor- 
ridor" between Gaza and the 
West Bank. “We will not 
accept any extra-territorial 
link. The Palestinians 
use Israeli roads,” an official 
said. 


After her *aTk< in Paris, 
Mrs Albright said 1997 had 
not been a good year for the 
peace process, adding Mr 
Netanyahu and Mr Arafat 
must make “very hard deri- 
sions” to ensure that 1998 
was a good year. 

Mr Netanyahu said he 
would present a “next-step 
mechanism" to his cabinet 
but Palestinian officials 
believe the prime minister fa 
trying to buy more time at 
the expense of pressing 
ahead with the peace pro- 
cess. 

Mr Netanyahu did not say 
what this mechanism con- 
sisted of, but said he would 
unveSrJjis intentions In mid- 
Jariuary. 

Israeli officials said Mr 
Netanyahu wants first to 
push through ambitious bud- 
get expenditure cuts before 
putting a new redeployment 
plan to the cabinet 

The budget, due to be 
debated in the Knesset by 
the end of this month, could 
face some opposition from 
within the cabinet. But 
finance ministry officials 
said they bad already 
secured support in principle 
for the budj^t which aims to 
reduce the budget deficit to 
around 2.4 per cent of gross 
domestic product 


“There is always some 
excuse for putting off the 
redeployment" a Palestinian 
offidal said. “If it is not tbe 
budget, Netanyahu can 
always blame the national- 
ists for blocking progress. 
Frankly, Tm not so sure he 
wants to do any troop pull- 
back,” 

Israel has repeatedly said 
that even if the cabinet 
agreed to a redeployment it 
would not be implemented 
for a further six months. 
“We want to make sure that 
the Palestinian Authority 
will crack down on terror,” 
an adviser to Mr Netanyahu 
said. 

Mr Arafat has been crack- 
ing down on Hamas, the 
Islamic Resistance Move- 
ment whose military wing 
claimed responsibhty for the 
July and September bomb- 
ings in Jerusalem. 

But yesterday Mrs 
Albright presented a detailed 
list of demands to Mr Arafat 
drawn up by Mr Netan- 
yahu's advisers. It spelled 
out what the PA had to do to 
dismantle "the infrastruc- 
ture of terrorism." She also 
said she would recommend 
to Bill Clinton, US president, 
that he meet both Mr Arafat 
and Mr Netanyahu in Wash- 
ington next month. 


Human test for 
new cancer drug 


By Daniel Green in London 

A drag developed from the 
internationally coordinated 
Human Genome Project is to 
be tested on patients from 
next month. 

MPIF-i, for cancer 
patients, is the first drag to 
emerge from the project to 
be tested on humans, said 
William Haseltine. chief 
executive of the drug's dis- 
coverer, US biotechnology 
company Human Genome 
Sciences. 

HGS was one of the first 
private sector participants in 
the Human Genome Project, 
which aims to uncover all 
the building blocks of 
human genes. 

The project began in 1990 
and is unlikely to have com- 
pleted its work until well 
into the next decade. 

In animal tests, MPIF-1 
has been shown to prevent 
most of the damage caused 
to -bone marrow by standard 
cancer chemotherapy drugs. 

If it works in people, it 
would allow more powerful 
doses of tumour killing 
drugs to be used over a lon- 
ger period. 

Cancer chemotherapy kills 
growing cells such as 
tumours, but also damages 
bone marrow, which grows 
Into the many different cells 
that make up blood. 

Chemotherapy causes a 
wide range of blood disor- 
ders such as anaemia, and 
so can only be used a* 
few times before it causes 
side effects. 

Dr Haseltine said in mice 
without MPIF-1, the bone 
marrow was destroyed after 
four doses of chemotherapy. 


but almost entirely protected 
with MPIF-1 present 

It is a natural protein that 
seems to work .by briefly 
stopping the growth of bone 
marrows cells so that the 
chemotherapy drag ignores 
them. 

The drag lasts only a short 
time in the body and, accord- 
ing to Dr Haseltine, “the 
bounce back {or blood cell 
production in the bone mar- 
row] is strong”. 

The drug is not likely to 
prevent other chemotherapy 
side effects such as hair loss 
and digestive system prob- 
lems. 

The first trials will be on 
healthy volun teer s, to check 
for side effects. 

If it passes that stage, it 
would then be tested in vary- 
ing doses on patients, to 
measure which does is most 
effective, before being put 
into large scale trials 
required by health regula- 
tors before granting 
approval to market a new 
drug. 

MPIF-I was discovered 
through a process of study- 
ing roughly 300 genes that 
influence the production of 
blood cells. 

Some 23 candidate genes 
were identified, and the pro- 
tein produced by one was 
eventually chosen because of 
its apparent lack of side 1 
eff ects. 

MPIF-L Is Just the tip of a 
very large iceberg of HGS’s ! 
potential therapeutic prod- ' 
acts based on genome tech- . 
nology.” said the company. 

Dr Haseltine said that a ' 
second protein should go 
into clinical trials over the 
next few months. 
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NEWS: THE AMERICAS 


US trade deficit records sharp fall 


By Nancy Dunne in Washington 

The US monthly trade deficit in 
goods and services shrank by 
nearly 13 per cent in October from 
JlLlbn to ¥9.7bn, as US exports rose 
by 2.4 per cent despite lost markets 
in Asia. 

Lee Price, acting under-secretary 
of commerce, attributed the 
improvement to the “underlying 
competitiveness" of the economy. 

Imports this year are expected to 
pass the $l,000bn level for the first 


time, but growth of exports is out- 
pacing import growth. 

In the first 10 months exports 
rose 10 per cent, while imports 
were up 9 per cent The unexpected 
jump in exports in October 
Included large gains in car parts 
and capital equipment Imports, 
which rose by 0.4 per cent 
included a $40Qm increase .lor oiL 

Mr Price said exports were 
strengthening where foreign econo- 
mies were improving - Canada, 
Mexico, the rest of Latin America. 


"Growth has revived in major 
European economies this year, and 
the growth rate of US exports to 
that region has accelerated from 4 
per cent last year to 10 per cent 
thta year." 

The merchandise trade gap with 
Japan rose by 14 per cent to 
$&87bn. It waa $4&37b n for the first 
10 months, up from $39bn for the 
same period last year. “Weak 
demand in the Japanese economy 
helps account for the S per cent 
decline in our exports to Japan so 


for this year. We hope the recently 
announced stimulus package there 
Will boost demand," said Mr Price. 

The politically fraught deficit 
with China narrowed by almost 6 
per cent to $5.19bn. driven by 
record US exports. 

Andrew Szamosszegi of the 
Washington-based Economic Strat- 
egy Institute said the export gains 
were not sustainable. "The effects 
of the Asia crisis on the deficit will 
kick in in about three months and 
we will have another year of bad 


numbers," he said. 

Mr Jerry Jasinowski, president of 
the National Association of Manu- 
facturers. said the "Asian flu" has 
its upside, because it will deter the 
Federal Reserve from raising inter- 
est rates. "It will cause significant 
coughs and sniffles but not enough 
to put the economy in bed," be 
said. ■ 

A survey of the NAM‘s executive 
board found most companies 
expect the economy to grow from 
21 to 2.6 per cent next year . 


Satellite TV battle in Latin America is over a potential audience of 45m homes 

Big guns target a sky wars victory 


A s two' media groups 
pour Slbn each of 
investment into 
Latin America's nascent sat- 
ellite television market, the 
region's sky wars are beat- 
ing up- 
on the one side are three 
media giants combined in 
Sky Latin America: Rupert 
Murdoch’s News Corpora- 
tion, Mexico’s Grupo Telev- 
isa and Brazil's Organiza- 
p6es Globo. 

On the other are three 
lesser media lights: the Cis- 
neros group of Venezuela, 
Grupo Abril of Brazil and 
Multivisidn. a family-run 
Mexican media company - 
and Hughes Electronics of 
the US with a majority 
stake. Together they make 
up Galaxy Latin America, 
beaming Hughes’s DirecTV 
service to the region. 

The battle is over an audi- 
ence for pay television in 
Latin America that Galaxy 
estimates at a potential 45m 
homes, half the number now 
with a television set Direct- 
to-home satellite television 
has so for captured just 2 per 
cent of this market 
The Galaxy group started 
its service first. It claims 
300.000 subscribers, leader- 
ship in the main markets of 
Brazil and Mexico, and has 
active operating partner- 
ships in other countries in 
the region. 

Sky claims .150.000 sub- 
scribers in Mexico and Bra- 
zil. the only countries where 
it Is now operating - though 
start-up is due soon in Col- 
ombia - and says its sub- 
scriber base Is growing fos- 


ter than the competition. 

In lavish events on Decem- 
ber 8, a $250m satellite was 
launched from Cape Canav- 
eral for Galaxy, Its second, 
and Sky opened a $l40m sat- 
ellite broadcast centre in 

Miami 

Galaxy says its new satel- 
lite, once operating next 
year, will reach all 22 coun- 
tries In Latin America. “Our 
technology is way ahead of 
Sky’s," said Ernesto Vargas, 
who heads Multivisidn’s 
MVS Televisi&n subsidiary. 

Moreover. Sky has had sat- 
ellite problems. A Chinese 
rocket carrying an Intelsat 
satellite to beam Sky ser- 
vices into Latin America 
exploded at launch in Febru- 
ary last year. One of two Sky 
satellites - Panamsat VI - is 
not functioning as hoped. In 
the short term, this may not 
affect its plans, but may 
limit the development of 
future services. . 

Despite this, Sky denies 
Galaxy has a technological 
advantage. Sky has 12 satel- 
lite transponders (each capa- 
ble of carrying roughly one 
conventional analogue chan- 
nel) aimed at each of the 
four main re gions ju Latin 
America. 

Miro Coplc, Sky’s Miami- 
based vice-president for mar- - 
keting and sales, said that 
each of its transponders can 
deliver 10 digital channels. 
But outside experts think 
some channels must be 
audio only, since current 
technology cannot yet com- 
press 10 video signals on to 
one transponder. 

Once its new satellite is 


Latin America: sky wars 



operating in the new year, 
Galaxy says it win have two 
sets of 22 transponders - 
capable of delivering seven 
video channels apiece - cov- 
ering the whole region. 
According to Kevin 
McGrath, GLA chairman, 
the new satellite alone 


should be able to deliver 
100-130 video channels In 
each of its two beams. 

But Sky says its use of the 
worldwide broadcasting 
standard DVB will give it 
access to developments 
around the world that will 
be closed to DirecTV, which 


uses Its own DSS standard. 

"This provides economies 
of scale and a technology 
that a lot of companies can 
design against," said Mr 
Copic. "It's like Betamax and 
VHS - and we've got VHS," 
lie said, referring to the bat- 
tle for the worldwide video 
market that was lost by 
Sony's Betamax standard. 

Over time though, this is 
unlikely to be critical, said 
Leonardo Simpser, media 
analyst for Deutsche Morgan 
Grenfell, in Mexico City. 
More important, he argued, 
will be content. 

"In programming. Sky has 
the advantage " he added. 
This is because of Mr Mur- 
doch's ownership of Fox, and 
the presence of Televisa and 
Globo, the two biggest pro- 
gramme makers in Latin 
America, both with exten- 
sive programme libraries. 

"Ttie right mix for global 
media companies is to take 
the best of our international 
programming and put it 
beside a heavy amount of 
locally produced content," 
Mr Murdoch said in Miami 
this month. 

His competitors are quick 
to respond. “When you are 
talking about 150 pro- 
grammes, how much differ- 
ence can there be?” asked 
Mr Vargas of Multivisidn. 
"Hie competition is going to 
be on the basis of price, ser- 
vice and quality." 

He is nonetheless battling 
in Mexico for the right to 
ensure Televisa's terrestrial 
channels can be delivered 
through tbe DirecTV screen- 
top box. 


Mr McGrath of GLA 
argued that the "broadcast 
business is not the same as 
the pay television business". 
But, in any case, Cisneros 
and Multivisidn pro- 
grammes, along with exclu- 
sive material - for example, 
its “Disney Weekend" and 
Spanish league soccer - 
showed it was not conceding 
tbe content battle. 

Tbe question scene observ- 
ers have is whether incomes 
are high enough to sustain 
direct-to-home satellite tele- 
vision in tbe region. 

“I'm not too excited about 
the DTH market in Latin 
America because of the 
income level. This is not 
England where BSkyB has 
been so successful." said Mr 
Simpser of DMG. 

Mr McGrath insisted the 
battle is not just between 
Sky and Galaxy, but also 
with other types of pay tele- 
vision services, such as cable 
and microwave systems, 
which often deliver poor 
quality pictures. In any case. 
Galaxy would break even - 
depending on bow it is 
defined - with 1.3m-l.8m 
subscribers, he declared. 

"Tbe point is, that it’s a 
small number compared 
with the overall market It’s 
a good business. It’s a busi- 
ness that should break even 
at a relatively early point 
and should provide a good 
return to our shareholders.” 

(This begins a series on 
media markets in Latin 
America J 

Stephen Fidler 


NEWS DIGEST 


Watchdog gives 
Boeing all-clear 

Boeing is not delivering unsafe aircraft, the US aerospace 
industry's chief watchdog said yesterday, although 
company insiders claimed production difficulties were for 
from over. 

Efforts to speed up output were dogged by inefficiency 
and low morale, one employee said. "Hairy Stonecipber 
{group president and chief operating officer] said on 
Monday we were as inefficient as we could get, but we 
can get a whole lot worse yet, and morale is as low as it 
can be." 

The Federal Aviation Administration issued yesterday’s 
reassurance after revelations it had warned the company 
in May that the environment in which it was expected to 
inspect aircraft was “out of control." A letter sent in 
October stressed the complaint related to timing and flow 
of paperwork and not production and quality systems but 
the news sharpened scrutiny of Boeing’s difficulties. The 
company was improving compliance with Us internal 
quality controls, the FAA said. Calls to Boeing were not 
returned yesterday, Christopher Parkes, Los Angeles 

M CABLE TELEVISION 


Dispute over subscriptions 

US cable television operators and consumer groups 
clashed yesterday over whether the industry's regulator 
should freeze soaring subscription rates. 

At a special bearing held by the Federal 
Communications Commission, the chief 
telecommunications and broadcast regulator, cable 
industry officials admitted rates were increasing faster 
than Inflation, but said it was primarily due to growing 
programming costs. The Consumers Union has petitioned 
the FCC to intervene, saying that big cable companies are 
exploiting their local monopolies and should be forced to 
hold down prices. 

Tbe hearing follows the publication of new data 
from the FCC showing subscription rates rising by close 
to 10 per cent in the past year. 

Tbe FCC has the authority to regulate most cable rates 
until early 19fl9 when tbe market is due to become fully 
deregulated. Mark Suzman, Washington 

U BO LI VIA- BRAZIL GAS PIPELINE 


B ank set to agree finance 

The World Rank was last night set to approve the 
financing for tbe construction of the 3.150 km 
Bolivia-Brazil gas pipeline, one of Latin America's biggest 
infrastructure projects. 

The cost of the project is put at around $2bn and this 
week saw the last round of intense negotiations in 
Washington and Rio de Janeiro on its financing. As well 
as the World Bank, backers include the Inter-American 
Development Bank; the Export-Import Bank of Japan and 
the European Investment Bank, which is making its first 
investment in Brazil. Shareholders include Fetrobras of 
Brazil, BG from the UK, Enron Development of the US. 
BHP Petroleum of Australia and El Paso of the US. 

The pipeline runs from the Bolivian interior across the 
Brazilian border at Puerto SuarezCorumbd to the for 
southern port city of Porto Alegre, the first gas is 
expected to be delivered to customers in S5o Paulo by 
December 1998. Joel Kibazo, London 


BAYER ON X-RAY DIAGNOSIS 




A few years ago, 
this was still science fiction. 
Today, it's science feet. Diagnosis via the 
information superhighway where doctor and 
patient can be thousands of miles apart is now a real- 
ity and Is even more exact and more efficient than ever 
before. Thanks to the Bayer subsidiary Agfa and its revolution- 
ary breakthrough in traditional X-ray processes, this innovative new 
communications system uses digital image processing to produce 
1 • high-precision pictures. All of which translates into maximum reliability, 

precision and speed - and minimum stress for patient, doctor and the 
environment If you’d like to know where else Bayer is making breakthroughs 
in diagnostics, please write to 
Bayer AG, Corporate Communica- 
tions (CO, 51368 Leverkusen, Germany; 

Fax: +49 (0) 214 840 40 09. Or visit 
our web site at http://www.bayer.com 



EXPERTISE WITH RESPONSIBILITY 












8 


FINANCIAL TIMES FRIDAY DECEMBER 19 1997 


NEWS: WORLD TRADE 


NEWS DIGEST 


Japanese car 
importers suffer 

Sales of imported vehicles in Japan are forecast to fall for 
the first time in five years, hi g hli ghting the difficulties 
faced by foreign carmakers in the Japanese market 

The Japan Automobile Importers' Association expects 
imported vehicle sales to drop nearly 16 per cent tbtis year 
to 360,000 units. It said the fall stemmed from a combina- 
tion of depressed demand, a decline in Japanese reverse 
imports, intensified competition with Japanese vehicles 
and the impact of the weak yen on prices. 

The sharp decline in imported vehicle sales comes as 
Japanese exports to the US and Europe, in particular, 
have risen sharply. Japanese vehicle exports were up 28 
per cent in the year to October. Vehicle exports have been 
a big factor behind Japan’s rising surplus with its main 
trading partners. The situation is likely to intensify criti- 
cism that Japan Is exporting its way out of recession. 

Separately, the Japan Automobile Manufacturers Asso- 
ciation forecast that domestic sales would rise 3 per cent 
next year to 6.88m units. Competition is likely to intensify 
further as vehicle makers struggle to maintain their posi- 
tion in the market. Toyota, for example, is determined to 
increase domestic sales and win back 40 per cent market 
share, which has been its proclaimed goaL 

Toyota forecasts its domestic sales will increase 7 per 
cent to 2.14m units, against Its own forecast for an 
increase in overall domestic sales of 4 per cent. Japan's 
largest car company believes it will suffer a 6 per cent 
drop in domestic sales in 1997. Michiyo Nakamoto. Tokyo 

■ SALMON 'DUMPING' 


EU penalises Norwegians 

The European Co mmiss ion yesterday imposed provisional 
anti-dumping duties on imports of Norwegian farmed 
salmon from 29 producers. The Commission said the Nor- 
wegian exporters had either broken an agreement reached 
in June to end a dispute over EU imports of Norwegian 
salmon or had failed to file reports as required by the 
agreement The provisional duties, to remain in effect for 
four months, are 0.32 ecus (36 US cents) per kg on imports 
of farmed salmon bum the 29 Norwegian producers as 
well as a provisional countervailing duty, used to counter 
subsidies, of 3.8 per cent. The EU said the 29 producers 
represented only a small part of Norway's total salmon 
exports to the EU of about NKr 5bn ($690m) a year. Scot- 
tish and Irish competitors earlier this year accused Nor- 
way. the world’s biggest salmon producer, of Hooding the 
market and depressing prices. Norway rejected the allega- 
lions.The row strained relations between Brussels and 
Norway, which is not an EU member. International Staff 


Boeing and Airbus sweeten offers as decision draws near in contest for $200m deal 

El A1 in bid to choose jets supplier 


By Avi Mach [is in Jemsafem 

Officials of El Ai, Israel's 
state-owned airline, were 
last night meeting to choose 
a supplier for five jets in a 
deal worth about $2Q0m. 
Hours before the expected 
decision. Boeing, the US 
aerospace manufacturer, and 
Airbus, its European com- 
petitor, ' were sweetening 
their offers, according to 
Joseph Ciechanover, El Al 
chairman. 

El Al will choose between 
Airbus' A319 and A320 jets. 


which seat between 128 and 
150 passengers, and Boeing’s 
comparable 737-700 and 
737-800 models. 

Through its acquisition of 
the new aircraft, El Al atms 
to boost profitability, allow- 
ing it more frequent flights 
on regional and European 
routes. The purchase is also 
part of a recovery plan, fol- 
lowing losses of $83m last 
year. 

Earlier this year, El Al - 
which Is earmarked for pri- 
vatisation - decided to con- 
sider Airbus for the first 


time since 1979. El Al's fleet 
of 28 aircraft is made up 
entirely of Boeing jets. 

According to sources 
involved in the negotiations. 
Airbus’ initial offer was 
slightly less expensive 
Boeing’s. The US has been 

putting pressure on the 

Israeli government to ensure 
El Al maintains its loyalty to 
Boeing, a move that has 
complicated the airline’s 

decision. 

Earlier this week, Stuart 
Eizenstat, US under-secre- 
tary of state for economic 


affairs, urged Israel to 
choose Boeing. He said Israel 
had committed, to buy US 
goods as part of Washing- 
. ton’s $10bn loan -guarantee 
programme to Israel.. 

Trip! Livni responsible for 
privatising Israeli govern- 
ment companies, said El Al 
was forbidden by Jaw to cave 
in to political pressure. “El 
Al must make a strictly inde- 
pendent decision based on 
business considerations,” 
she said. .. 

Mr Ciechanover denied 
reports that senior Israeli 


ministers tried to sway last 
night's vote towards Boeing 
following pressure from 
Washington. “Today we are 
analysing both proposals on 
their merits,'’ he said 

But Israel’s Defence Minis- 
try admitted Yitzhak Morde- 
nhai , defence minister, bad 
met El Al officials. “Due to 
the close ties between the US 
and Israel," said the minis- 
try, “the - defence minis ter 
wanted to bear what was 
motivating El Al’s choice". 

The ministry added it did 
not “interfere in the corapa- 


Volume of exports and imports grows by 7 per cent across the globe in 1997 

Vibrant west boosts world trade 


By Frances WHIiams 
in Geneva 

The volume of world trade 
accelerated by 7 per cent 
this year compared to 5 per 
cent growth in 1996, pro- 
pelled by robust activity in 
North and South America 
and the recovery in western 
Europe, according to esti- 
mates by the World Trade 
Organisation in its annual 
report published today. 

The forecast is based on 
data available in the 
summer, as the east Asian 
financial crisis was 
breaking, but the WTO’s 
economists say it remains 
“broadly in line with 
expectations" for the 
current year. The full 
impact of tbe crisis will not 
be felt until 1998 and. this 
year, most of the affected 
economies will still have 
grown faster than the world 
average, the WTO 


secretariat says. 

Even so. early data for 
1997 shows that the 
voracious appetite of the 
east Asian tiger economies 
for imports was already 
beginning to slacken. 
Export growth is likely to 
exceed import growth this 
year for the first time this 
decade, a cause of trade 
friction that is likely to 
intensify in 1998. 

Tbe slowdown was 
already apparent in 1996 as 
Asia’s two-way trade lost 
dynamism compared with 
rapid growth in previous 
years. The volume of 
exports by six east Asian 
traders - Hong Kong, Sonth 
Korea. Malaysia. Singapore, 
Taiwan and Thailand - rose 
by 7 per cent last year, 
higher than tbe world 
average but less than half 
the increase In 1995. 

The most dynamic region 
in 1996 was Latin America, 
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as Mexico boosted the value 
of exports and imports by 
over 20 per cent, while 
oil-exporting countries saw 
big increases in export 
earnings from higher oil 
prices. . 

The report shows little 
change in the league table of 
the world's biggest traders 


in 1996- The US remained 
the biggest goods exporter 
and importer, followed by 
Germany and Japan. On the 
services side the US was 
again Die biggest trader in 
both directions, with France 
the second biggest exporter 
and Germany the second 
biggest importer. 


In its review of trading 
developments during 1996 
the WTO nates that over 200 
anti-damping actions were 
notified during tbe year, tbe 
main users being South 
Africa (30 cases) the EU and 
Argentina (23 cases each) 
the US (21) and India (20). 

The figures demonstrate 
the increasing use of 
anti-dumping measures by 
developing countries which, 
like the richer nations, now 
regard them as a legitimate 
means of protecting their 
domestic industries 
However, - flc terms of 
anti-dumping measures in 
force, the US is way out 
front with 311, followed by 
the EU with 153. Canada 
(96) and Mexico (95). 

Annual report 1997. 2 ools. 
firm WTO Publications, 154 
rue de Lausanne. CH-1211 
Geneva 21, fax +41 22 739 
5792. e-mail publications 
(atwto.org, SFr75- 
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US hits at EU 
threat of ban 
on meat imports 


By Nancy Dunne 
In Washington and 
Michael Smith in Brussels 

The US yesterday reacted 
- with anger to a threat "by the 
European Union to ban 
imports of fresh US meat 
and poultry. US officials said 
the move “appears to be 
politically motivated” and 
might well sabotage a bilat- 
eral veterinary standards 
pact under negotiation. 

In what threatens to 
became a big trade clash. EU 
veterinarians have said 
there are “very serious defi- 
ciencies” in the US pro- 
gramme to test for residues 
of antibiotic, antibacterial 
and other substances in live 
animals and animal prod- 
ucts. 

US officials hope the ten- 
sions will he eased when 
Dan Glickman, the US agri- 
culture secretary, and Franz 
Fischler meet next month to 
discuss agriculture issues. 
Meat trade will be at the top 
of the agenda. 

Mr Paul Drazek, assistant 
to Mr Dan Glickman. said 
the EU inspectors did not 
discuss their findings with 
their US counterparts. 

"If we had had an opportu- 
nity to sit down and talk 
before the report, we could 
have worked out an under- 
standing," he said. “We have 
questions abont their 
systems too, especially with 
regard to dairy produce." 

Both sides have agreed to 


undertake “equivalency” dis- 
cussions on residue stan- 
dards next year. These 
would be negotiated so that 
each side, could accept the 
-other's products based on 
safety standards both sides 
aprove. 

The US last week 
announced a ban on Euro- 
pean beef and lamb on the 
grounds that it had doubts 
about the surveillance pro- 
grammes of BSE. 

Up to $10Qm of US meat 
exports could he at risk from 
tbe threatened EU ban. 

The EU imparts $S0m of 
hors em eat, $40m of beef and 
?10m of pig meat from tbe 
US each year. 

The European Union has 
given the US a six month 
ultimatum to strengthen its 
meat inspection controls or 
face an import ban, the 
European Commission said 
yesterday. ... 

“The US would have six 
mouths to increase their lev- 
els of control. If this doesn’t 
happen, the recommendation, 
would be to ban fresh meat 
and poultry," it said. The EU 
plans to send out an inspec- 
tion team before tbe end of 
June to check progress. 

The row is the latest in a 
series over Food safety. The 
EU already bans some US 
beef exports which are hor- 
mone-treated, a stance 
which the World Trade 
Organisation says breaks 
world trade rules. 


ny's business consider- 
ations." Never the less, Mr 
Mordechai plans' to meet 
other cabinet members to 
discuss the issue. 

Airbus, responding to the 
US pressure on Israel, 
defended its offer. “When the 
product is better, you nor- 
mally don't need lateral 
pressures," said Alan 
Dupiech. an Airbus spokes- 
man. 

Airbus had wanted to add 
El Al to its customer list 
since it lost the 1979 bid, he 
added. 


Telia and 
EniTel 
in N Sea 
venture 

By Tim Burt in Stockholm 

Telia, the Swedish state 
telecommunications com- 
pany, is jo ining forces with 
EniTel of Norway to inte- 
grate North Sea oil and gas 
platforms into a new fibre- 
optic communications net- 
work linking Scandinavia 
and the UK. 

The two companies will 
today announce plans to 
form an alliance - NorSea 
Com - that will provide off- 
shore platforms with broad- 
band communications 
systems for tbe first time. 

At present, such rigs rely 
on satellite links for their 
communications. But these 
have proved Inefficient in 
transmitting large amounts 
of data such as seismic sur- 
vey reports. 

NorSea Com says the 
scheme has the backing of 
large oil companies, includ- 
ing including British Petro- 
leum and Amoco. 

Letters of intent have 
already been signed with BP 
and Phillips Petroleum to 
connect their North Sea plat- 
forms to the new fibre-optic 
link between Stavanger and 
London. 

Stein Dale, a spokesman 
for Telia, said the link would 
be extended to Aberdeen, the 
centre of the UK offshore 
industry, in the future. 

“The first platforms linked 
to this cable from the west 
coast of Norway to England 
will be in the Ekafisk field, 
where there are more than 
25 rigs." be added. 

The Murdoch field in the 
UK sector of the North Sea 
will be the second linked 
into the system. 

Initially, the Swedish-Nar- 
wegian joint venture Is plan- 
ning to invest SKr300m 
($38ra) in laying the cables 
and providing links to the 
platforms. 

The plan follows more 
than 12 months of talks 
between Telia and EniTel - 
the telecommunications sub- 
sidiary of Statnett. the Nor- 
wegian state energy group, 
and 30 regional energy com- 
panies. 

While also upgrading com- 
munication links for the off- 
shore industry, the two com- 
panies claim the link could 
carry a large part of the 
growing telecommunications 
traffic between Bri tain and 
Scandinavia. 

This will be a very 
sophisticated fibre-optic sys- 
tem capable of delivering 
large amounts of data very 
rapidly." said Mr Dale. 

“Demand for such services 
is likely to rise quickly over 
the/next five to' 10 years." he 
added. 


Push to end US- Japan 
air talks impasse 


By NBcftiyo Nakamoto 
in Tokyo 

A controversial proposal to 
allot extra slots to US air- 
lines at Tokyo's Interna- 
tional airport is under con- 
sideration as a means to 
break the impasse in ongo- 
ing US-Japan aviation talks, 

Bilateral meetings In 
Tokyo this week failed to 
produce an aviation accord. 
The Transport Ministry said 
progress had been made 
towards a deal but final 
agreement was unlikely this 
year. Talks are set to resume 
In Washington next month. 

Tokyo is studying the pos- 
sibility of transferring 
unused slots held by Federal 
Express, the US cargo car- 
rier, to other US airlines as a 
means to satisfy US 
demands lor extra slots at 
Narita. other foreign carri- 
ers are expected to object to 
the proposal. 

US demands for extra slots 
at Narita have been one of 


tbe sticking points dogging 
the aviation talks, which 
have dragged on for several 
years. The Japanese authori- 
ties have insisted no addi- 
tional slots are available at 
Tokyo’s international gate- 
way, which has only one 
runway. 

Federal Express is 
believed to have several 
slots it does not use fully 
and which 'could be with- 
drawn from the cargo carrier 
under new rules Imple- 
mented in October. The 
rules dictate Narita slots 
used at a rate lower than 80 
per cent be reclaimed for dis- 
tribution to other carriers. 

International Air Trans- 
port Association rules spec- 
ify the slots be redistributed 
in a fair manner by an fade- 
pendent co-ordinator, but 
the Japanese Transport Min- 
lstry believes it could dis- 
tribute the slots at its own 
discretion without breaching 
IATA rules. 

If the ministry re-distrib- 


utes the slots to 
it ■ would be i 
address US de 

extra ' slots at N 
wise not able to 
until a new ram 
pleted. 

Such a move 
anger other carr 
tag European, Ja 
US incumbent 
which would be 
on valuable slot 
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Association of Lloyd’s Members welcomes settlement over policies written decades ago 

Equitas agrees $990m reinsurance deal 


By Christopher Adams, 

Insurance Correspondent 

Equitas, the company which last 
year took responsibility for old 
losses from Lloyd’s of London, has 
agreed a £600m ($990m) deal with 
the insurance market to reinsure 
additional liabilities. 

The latest agreement covers 
losses that were previously re- 
insured with a company railed 
Lioncover. 

'The losses stemmed from disas- 
trous underwriting on syndicates 


managed by the PCW managing 
agency during the 1980s and. as 
with the rest of Lloyd’s old liabili- 
ties, relate mainly to pollution and 
asbestos claims arising from poli- 
cies written decades ago. 

For nearly 3,000 Names, individu- 
als whose personal assets had 
backed the PCW syndicates, the 
deal ends months of uncertainty. 
Lloyd’s has been negotiating terms 
with Equitas for much of this year. 
The agreement was delayed in part 
because of resistance from direc- 
tors of Lioncover. 


Lloyd's said yesterday that two 
directors, John Gaynor and Mat- 
thew Pincent, had resigned. It 
declined to co mment on specula- 
tion that they wanted Lioncover to 
continue handling the PCW busi- 
ness. 

The premium paid will boost 
Eqitttas’s cash surplus .by £70m. At 
March 31, this stood at £6i7m. 
Michael Crall, chief executive of 
Equitas, yesterday wrote to former 
Lloyd’s Names reassuring them 
that it was not assuming a 
dangerous level of risk. It's fair to 


say that some Names were con- 
cerned about Lioncover. But the 
bulk of the business here is noth-, 
ing we’re not familiar with,” he 
said. 

The Association of Lloyd’s Mem- 
bers, which represents several 
thousand Names, welcomed the 
agreement, saying Equitas had 
“struck the right bargain”. 

The liabilities of Lioncover woe 
not transferred to Equitas under 
last year’s recovery plan because 
Lloyd's was still trying to resolve 
long-running disputes over money 


owed by reinsurers who bad under- 
written a portion of the business. 
Mr Grail’s letter said that these dis- 
putes had been substantially 
resolved. 

In addition, the Lioncover pre- 
mium was about £8Gm less than 
had been originally ggtfmatpd in 
the reserving exercise that formed 
part of Lloyd’s recovery plan. The 
letter said Lioncover would add 
about £520m to Equitas’s invest- 
ment portfolio. None of this would 
be invested in equities, but would 
produce income immediately. 


Farmers’ plight is confirmed 


Elf farm incomes* 


% ctwnge 
1986/1987 


By Maggie Urry and George 
Parker In London, and 
Michael Snath in Brussels 

European Union statistics 
issued yesterday confirmed 
the plight of UK farmers, 
showing that agricultural 
incomes have fallen by 23.1 
per cent this year compared 
with an average decline 
throughout Europe of 3J. per 
cent in real terms. 

Farmers in the Nether- 
lands have enjoyed rises of 
6.7 per cent ou average, 
while incomes of farmers in 
Germany were up 3.9 per 


cent, according to figures by 
Eurostat, the European 
Union's statistical arm. 

Figures from the UK agri- 
culture ministry estimated 
farm Incomes would fall by 
37 per cent in real terms in 
1997. while the National 
Farmers’ Union, using a dif- 
ferent basis, reckoned the 
fall to be 47 per cent 

Welsh farmers’ leaders 
yesterday gave evidence of 
their plight to a hastily con- 
vened meeting of the Welsh 
affairs committee of the 
House of Commons. The 
region’s farming industry is 


particularly dependent on 
livestock because of the ter- 
rain flf) d climate, a nd 80 per 
cent of Wales is deemed 
“less favoured” by the EU. 

Welsh hill farmers’ 
incomes, which averaged 
about £10.000 ($16,500) in 
1996. could halve in the cur- 
rent year, witnesses said. 
Welsh farmers were the first 
to blockade ports in an 
attempt to halt imparts of 
beef which they believe are 
undercutting UK prices. The 
protests spread across the 
UK in the last few weeks. 

Asked by the committee if 


the union leaders could stop 
members protesting, Mr Rob- 
ert Griffith Parry, president 
of the Far min g Union of 
Wales, said farmers “are 
fighting for their survival” 
and the union could not con- 
trol them 

Both the NFU and the 
FUW put the bulk of the 
blame for the slump in 
incomes on the rise in the 
value of the pound against 
other European currencies. 
This has cut the sterling 
value of subsidy payments 
set in Ecu and bas encour- 
aged imports. 
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Major deplores shift in party’s EU stance 


By John Kampfiner, 

Chief Pofitical Correspondent 

John Major, the former Conservative 
prime minister, has attacked the 
Eurosceptic position of William 
Hague, his successor as party leader, 
in committing the Conservatives to 
oppose European monetary union 


for up to 10 years. Mr Major said his 
“wait and see” policy on UK partici- 
pation in a single currency had been 
copied by Tony Blair, the Labour 
prime minister, and his government. 

He also derided Eurosceptic MPs 
and newspaper editors for trying to 
force him to toughen his stand in 
the Rnai months of his administra- 


tion. which ended when Labour won 
the May general election. “My atti- 
tude wasn’t weakness, it was the 
only tenable position," Mr Major told 
the Spectator magazine. 

Noting that some of the biggest 
flqfpafo among oandidafoa at the gen- 
eral election were suffered by deeply 
Eurosceptic Conservatives, he said: 


“The country, while lukewarm about 
Europe, is not fanatically 
anti . . . There were some people 
who made the whole Tory [Conser- 
vative] party seem mad.” 

Mr Major said of the present Con- 
servative party leadership’s tougher 
position on Emu: " I wouldn’t have 
ruled it out for 10 years.” 
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Morgan 
fined 
$578,000 
by stock 
exchange 

By George Graham, 
Banking Editor 


J.P.Morgan, the US 
investment bank, yesterday 
admitte d breaking a London 
Stock Exchange rule against 
manipulating the stock mar- 
ket index and agreed to pay 
a fine of £360,000 ($578,000). 

The fine followed a sharp 
fall in the FTSE 100 index 
on the last Friday of Novem- 
ber, when two Morgan trad- 
ers. who were managing a 
large over-the-counter 
option position, sold a bas- 
ket of shares into the mar- 
ket at file end of the day. 

At the time many foods 
had polled their orders from 
the exchange’s electronic 
order book, and mopped up 
orders in stocks such as 
SmithKline Beecham and 
Glaxo Wellcome were left an 
the system at prices below 
the previously traded price. 

The result was a 35-point 
fall in the index in two min- 
utes. Morgan suspended the 
two traders, who have not 
been named, and yesterday 
said they had been fired. 

Exchange rules prohibit 
member firms from trading 
In a security which is a com- 
ponent of an index with the 
sole Intention of moving the 
value of the index. 

The exchange said yester- 
day it recognised Morgan’s 
“prompt and thorough reac- 
tion”. It also published a 
proposed rule change to 
widen the definition of mar- 
ket manipulation. Dealers 
said the exchange wanted to 
send a tough message ahead 
of the mid of the year. 

Some managers are wor- 
ried that prices could move 
erratically in a thin market 
on December 31, with some 
traders trying to move 
prices in the last infantes to 
affect year-end portfolios. 

The exchange, which win 
dose at 12hl0 on December 
31. has published a formula 
It will use to judge whether 
dosing prices on December 
31 are unrepresentative. 
Aberrant prices will be 
ignored for index and valua- 
tion purposes, though the 
trades will stand. 


UK NEWS DIGEST 


Hyundai backs 
Scottish project 

Hyundai, the South Korean electronics group, confirmed 
yesterday that its big factory Investment in central Scot- 
land will be delayed for UP to a year in the wake of South 
Korea’s economic crisis. The company said in awritten 

statement that tt was folly committed to the Scottish proj- 
ect but would not proceed with equipping the pfam until 
the Korean economy improved. 

“The company’s fundamental strategic need for semi- 
conductor capacity in Europe remains unchanged, as do 
its reasons for '-Twv>em^ Scotland, ” it said. 

Investment in manufac turing equipment and tooling 
may be delayed for a period of up to 12 months, pending 
recovery In the financial markets in Korea. The plant had 
been due to open late next year. Construction will con- 
tinue as planned but the project wi ll be halte d when 
building works are completed next spring. 

“Any delay in equipping and commissioning the new 
plant ic a disappointment but we recognise the scale of 
the difficulties currently facing Hyundai,” said Donald 
Dewar, chief minister for Scotland In the UK government 

■ PAY TELEVISION 

Digital service set for licence 

British Digital Broadcasting, the pay televtsiop s ervice 
that will compete with British Sky Broadcasting from 

s - . i i. hmsulmi 


ing from regulators today. BskyB Is the satellite 

network in which Rupert Murdoch’s media conglomerate 
has the biggest stake. 

BOB, which is owned jointly by Carlton Communica- 
tions and Cfranada Group, has agreed changes, including 
the shor tening of its seven-year programme supply con- 
tract with BSkyB to five years to win approval from the 
European Commission. Gerry Robinson, chairman of 
Granada and BSkyB, is expected to step down fro m the 
BDB board to satisfy regulatory concern at links between 
BDB and BSkyB. which will supply it with three premium 
sports and film channels. 

The Independent Television Commission is to disclose 
that it has granted three 24-year licences to BDB covering 
three hands of frequencies. These wfll allow BDB to 
l ^irfparf nn digi tal terrestrial signals across the UK. 

The company is working on technology that may allow 
it to Increase the number of rhawneis it broadcasts on 
from 15 to la John Copper, London 

CENTRAL BANK INJUNCTION 


Currency trader held by police 

Currency trader Robert Young, who was banned last 
week by the Bank of England, the UK central hank, from 
accepting deposits from investors, has been arrested by 
Jersey police and Is now on remand In the Island, the 
largest of the Channel Islands between England and 
France. 

Young. 43, was already cm £3.0.000 bail from Jersey's 
Royal Court where he denies 26 fraud charges connected 
with an aiiiy d currency dealing fraud involving claimed 
losses of $27m C£l6m). 

The Jersey authorities decided that the Bank injunc- 
tions placed Young in breach of his bail terms. He was 
arrested cm Wednesday at Nottingham In the English Mid- 
lands. 

The Bank injunctions, taken out In the High Court in 
London against Young, Marish Chobrzynski, Mark Bullen 
and -First Merchant Ltd, rpKt rainpd all the defendants 
from accepting deposits and from making false, mislead- 
ing or deceptive statements to induce deposits in contra- 
vention of the Banking Act 1987. Philip Jeune, Jersey 

PACKAGE HOUDAYS 


Competition endorsement likely 

The government is today expected to publish the findings 
of the Monopolies and Mergers Commission inquiry into 
the £7bn ($lL5bn) package holiday industry. The commis- 
sion is believed to have endorsed the Industry’s structure 
as promoting competitive prices and a wide choice of holi- 
days - a conclusion which wffl. be welcomed by Thomson 
and Airtours, the two largest UK tour operators. 

They account for almost half the package holidays sold 
in travel agents and own. respectively, Lunn Poly and 
Going Places, the two largest travel agency chains. 
Instead, the MMC Is believed to call for ties between tour 
operators and travel agents to be made explicit by requir- 
ing travel agents to publicise those links. 

The MMC is also thought to recommend an end to the 
“mast favoured customer” clause in agreements between 
travel agents and tour operatore. 

This obliges a travel agent to offer the biggest discounts 
solely on the holidays of the tour operator with which it 
has an agreement Scheherazade Daneshkhu, London 


'Auspicious’ start for 
N Ireland jobs scheme 


W ith less than four 
months to the 
launch of the UK 
government's Welfare-to- 
Work programme, a small 
Northern Ireland training 
centre this week advertised 
for Its first 20 recruits. 

Austins, a training ser- 
vices company owned by the 
Londonderry store of the 
same name, is expected to be 

joined tn a few days by Short 
Brothers, the Belfast Aero- 
space company and North- 
ern Ireland's largest private 
sector employer. 

The Northern Ireland Eco- 
nomic Council, an Indepen- 
dent think-tank set up to 
advise the UK go v ern ment. 
says conditions for active 
intervention in the labour 
markets “have not been so 
good for some time". 

The government’s 
so-called New Deal alms to 
place about 100,000 young 
long-term unemployed 
people In the UK either with 
a private-sector employer, in 
the voluntary sector, on an 
environmental taskforce or 
in training and education. 

In Northern Ireland, the 
government's Tr aining and 
Employment Agency esti- 
mates that 7,000 18-24 year 
olds will take up the offer 
and 2.700 aged 25 and older. 
They risk faring state bene- 
fit payments if they refuse. 

Paul Gorecki, director of 
the NIEC, says the tight 
labour supply - with unfil- 
led vacancies at record lev- 
els and skflig shortages in 


Blair’s ‘New 
Deal’ must 
abide by local 
laws against 
discrimination 

some areas — provides an 
“auspicious” backdrop. 

Since 1990, the numbers 
employed in Northern 
Ireland have risen faster 
than other UK regions, anH 
the fall in unemployment 
has been larger and the 
growth in GDP bigger. 
Short-term unemployment is 
now close to the UK average, 
and below the EU average. 

However, long-term rates 
remain higher than fa other - 
UK regions. More than 23 
per cent of unemployed have 
been out of work for 5 years 
or more against fewer than 5 
per cent for the UK. fa 
Northern Ireland mare than 
60 per cent of long-term 
unemployed - are Roman 
Catholic, although only 41 
per cent of the region's 
workforce is Catholic. 

Causes include the 
long-term decline of tradi- 
tional Industries, and the dif- 
ficulty of crossing the sectar- 
ian divide to find work. 

Training bodies are wor- 
ried that the New Deal wffl 
simply be used to replace 
existing programmes 

because the government has 
promised a total overhaul of 
training policy. 


The business community 
says the programme should 
not become a government 
scheme to reduce unemploy- 
ment figures artificially. 
Nigel Smyth, director of the 
Confederation of British 
Industry in Northern Ireland 
warns that “employers do 
not want conscript labour”. 

BDl McGinnis, chairman of 
the Training and Employ- 
ment Agency, says govern- 
ment lawyers are examining 
the legislation to ensure it 
complies with Northern 
Ireland’s Pair Employment 
rules to combat anti-Catholic 
bias fa the workplace. 

There is confusion about 
whether employers can 
advertise for recruits, given 
that a disproportionate num- 
ber of the target population 
are likely to be Catholic. 

“Any time you give some 
People preference over oth- 
ers, you come up a gafact the 
Pair Employment Act," said 
Derek Smyth, human 
resources manager at the 
Londonderry plant of 
Dupont, the US chemicals 
company which, like other 
companies, wants to avoid a 
Possible legal challenge were 
«to recruit under the New 
■Gcal programme. 

Dupont, he says, fa 
unlikely to participate, 
when we need people, it’s 
tor a specific task. We’re not 

for government 
oandouts," says Mr Smyth. 

John Murray Brown 
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MANAGEMENT 


Communist or capitalist, it is business as usual for a Czech company making sausage casings, writes James Buxton 


Changes only 
skin deep 


A Csecfc company, whose 
management and 
employees have worked 
undo - both communism 
and capitalism, is playing an 
important part in a UK compa- 
ny’s drive to expand its market 
share in Europe. To the delight of 
its new owners, it has doubled 
gross profit margins in the past 
two years. 

Cutisin, headquartered in 
Jilemnice. near the Czech Repub- 
lic's border with Poland, is one of 
a small number of businesses 
worldwide that make raafngq for 
sausages. 

Its feet dries produce long sticks 
of casing from the protein colla- 
gen. which are then shipped to 
food manufacturers to be fin*i 
with sausage meat 
Cutisin was privatised by the 
Czech government in the early 
1990s and a maj ori t y stake was 
sold to Teepak, the US company. 
In 1995 Teepak was bought by 
Devro, a quoted Scottish casing s 
company, which thus became one 
of the world’s biggest makers of 
sausage skins. 

The transformation, of Cutisin 
as communism h as given way to 
capitalism has highlighted the 
differences between the two 
systems, but managers say that 
many aspects of the business 
have not changed, and that 
Devro respects what Cutisin 
achieved under communism. 

Peter Raschik, Cutisin. general 
manager since 1990, was posted 


Involuntarily to the company 
from univ e r sit y in 1967. In those 
days, he says, the c omp any was 
devoted purely to production. 

“We just made the casings. We 
were given a schedule of when to 
expect freight trains to arrive 
and take our output” he says. 
The trains delivered it to sausage 
manufacturers in Czechoslovakia 
and the other Comecon countries, 
including the Soviet Union. 

“But getting orders was not 
our responsibility,” he says. 
“Sales were arranged between 
our parent body, a state trading 
company, and stateo wned food 
companies here in the then 
Czechoslovakia and in other east- 
ern bloc countries, AD communi- 
cation with our customers was 
supposed to go through a central 
organisation. " 

Cutisin did have same informal 
links with its Czech customers. 
When, as technical director, Mr 
Raschik developed a new type of 
sausage casing, be took it to 
Czech customers to test before 


ordering. But he never dealt with 
export customers. Now. under 
Devro. contact with customers is 
much closer. 

Cutisin co-operates with cus- 
tomers in devising new products, 
rather than developing a new 
product before finding out 
whether it is what they want 


Beneath the 
exterior is a work 
ethic, a skill level 
and a drive that Is 
quite outstanding 

It does not however, handle 
sales and marketing. Decisions 
on new product lines and market- 
ing are taken by a business devel- 
opment onmwiittfie, on which Mr 
Raschik sits, at Devro's head 
office sear Glasgow. 

Jiri Jirasko, who has been 
Cutisin’s finance director since 
1986, stresses that even under 


communism the company had 
beeo expected to make a profit 
But Cutisin saw only the cash 
from domestic sales, not from 
exports, and the profit was 
retained by the holding company 
rather than by the subsidiary. 

Today it has a much more real- 
istic profit ATid loss account It 
handles all its own cash but still 
has to transfer its profits to 
Devro. 

Both managers say that the 
main difference in the character 
of the company is the strong 
motivation that now exists to 
make a profit 

They identify two principal 
drivers. Firstly, the free market 
system, they say, means that the 
linkage between manufacturing, 
sales and profits is far clearer. 
Under communism . prices were 
permanently fixed and. whether 
a product was popular or not 
there was little incentive to step 
up production. 

Secondly, personal rewards 
have been greatly improved. 


7HF SWNT faAV BE T MACAW BUT 

| fm A£ueE3> Ttt£p ZS USE& TO UMue TWf 
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Senior executives at Cutisin are 
much better paid than they were 
under communism, when there 
was only a small difference in 
pay between managers and shop 
floor workers. 

Furthermore, until the mid- 
1980s, everyone in the plant had 
to work three days a month in 
production. “The only person 1 
never saw doing that was the 




general manager," says Mr 
Raschik. 

Despite the rigidities of the old 
system, Cutisin made consider- 
able progress under communism, 
particularly in technical innova- 
tion. In 1953 it became the fust 
company in the world to produce 
edible collagen. Its Jilemnice fac- 
tory. built in 1963. makes colla- 
gen casings by a different, but 


not inferior process to Devro. 

Under communism it increased 
its productivity by one or two per 
cent a year through small 
improvements in the manufactur- 
ing process. Its engineers often 
had to make their own manufac- 
turing equipment 

Graeme Alexander. Devro's 
chief executive, says: “At first 
glance, what was built in the ex- 

communist bloc tends to be 

old-fashioned and seems not to be 
up to standard. But once you get 
beneath the exterior you find 
among the people a work ethic, a 
skill level and a drive that is 
quite outstanding." 

Cutisin's gross margins have 
improved from below 30 per cent 
to more than 50 per cent in less 
than two years since coming 
under Devro’s ownership. This is 
partly because of a big increase 
in sales to east European coun- 
tries and the development of mar- 
kets in western Europe. 

To meet rising demand it has 
reduced its summer and mainte- 
nance shut-down periods, cut clo- 
sures for Christmas and New 
Year and now produces round 
the clock. 

Turnover has risen from £lSm 
in 1995 to £34m in 1996 97. 

In spite of these changes in 
business practices, workers say 
they do not notice much differ- 
ence. says Viktor Sebik. 
operations director. “For them 
the main thing is that the plant 
Is still there.” 


Fashion, focus and frontiers 

Vanessa Houlder on country- specific factors affecting corporate restructuring 


I n recent years, conglomerates 
have been firmly out of fashion. 
But is the new-found emphasis on 
focus just a fad? Dr is ft an 
inexorable trend driven by 
international competition and mare 
demanding capital markets? 

One way of shedding light on this 
issue is to compare the recent 
experiences of businesses in Germany 


management cultures. - 

This exercise is the basis of a study 
edited by Sir Geoffrey Owen and 
Ansgar Ricfrfer of the Centre for 
Economic Per f ormance at the London 
School of Economics, and published 
this week by the Anglo-German 
Foundation*. 

It examines how far country-specific 
factors affect the pace of corporate 
re s tr u c t uring. It also looks at whether 
these national differences will be 
eroded, as product markets and capital 
markets become more globally 
integrated. 

One point is dear; Germany* has 
been far less affected by the fashion 
for focus than the UK or US. “For both 
countries, the period since the middle 
of the 1980s has been a ‘deal decade*. 


but the character of these HmIk hat 


market in 1992. But work by Professor 
Steven Davies and David Petts of the 
University of East Anglia suggests 
that some UK companies appear to 
have viewed overseas expansion as a 
substitute for diversification. By 
contrast, Goman businesses seemed to 
be prepared to diversify as they moved 
abroad. 

These different attitudes are 
underlined by the statistics on 
divestments. Over the past 10 years, 
just over half of UK companies have 
divested some of their activities 
compared with just under a quarter of 
German companies. 

“British firms have so ter shown a 
much greater willingness than 
German ones to get out of unwanted 


activities,” says Mr Richter. 

Admittedly! some large German 
com panies, such as Daimler and 
Hoechst, are refining their focus. But 
others appear to be moving in the 
opposite direction. For example, large 
manufacturing companies in 

Half of UK companies 
have divested some 
activities compared 
with under a quarter of 
German companies 

traditional businesses, such as 
Mannesmann and T fay s sen , are moving 
into modern technologies and related 
services, such as telecommunications. 

Mr Richter also notes that a number 
of relatively specialised Mzttelstemd 
companies — the small and 
medium-sized groups an which modi 


of Germany’s prosperity has 
traditionally rested — are combining 
into holding companies. This offers 
them a degree of protection in 
competitive markets and helps provide 
access to finance. For example. 
Triumph Adler moved from its base in 
typewriter manufacturing Into toys, 
musical instruments and other 
activities. 

But it would be wrong to draw too 
many conclusions from these ftndiugs. 
For one thing, the starting points of 
the German and xjk businesses differ. 
Fifteen years ago, British companies 
were among the most diversified in the 
world, and so had great potential for 
refocusing. Although Germany had 
some highly diversified conglomerates, 
many of the companies which grew 
out of the MittelsUmd sector continued 
to be specialists. 

Timing also influences these 
findings. The r e s tructuring of UK 
industry took hold in the second half 


of the 1980s; In Germany, the move to 
reduce costs and improve efficiency 
does not go bade much farther than 
the recession of 1993. 

Another factor is the traditionally 
low levels of mergers and acquisitions, 
and in particular hostile takeovers, in 
Germany. Bnt merger and acquisition 
activity is starting to increase, as a 
result of the efforts of foreign 
investment banks coupled with recent 
moves to deregulate the financial 
markets. 

“Although Germany is lacking an 
merger and acquisition culture 
comparable to those of the US or the 
UK, Its market for corporate control 
has gone through a significant 
development daring the last two 
decades in terms of its size and 
professionalism,” says Professor 
Gfinter MfiELer-Stewens and Michael 
Sch&fer from the University of St 
Gallen in Switzerland. 

Another important influence on 


corporate restructuring is the growing 
pressure on listed companies to 
increase their profitability in response 
to pressure from shareholders. 

Richard Young, executive director 
for European Strategies at Goldman 
Sachs, the investment bank, argues 
that there is considerable scope for 
German companies to raise their 
return cm equity through 
restructuring. The pressure on them to 
do so is likely to increase, he 
says. 

In many respects, it seems that the 
German system is being pushed in an 
Anglo-American direction. 

Nonetheless, it may be premature to 
assume that Anglo-American fashion 
fbr focus is gaining hold in Germany. 
“There are certain signs of conversion 
of corporate structures across the two 
economies,” says Mr Richter. But, he 
adds, it would be unwise to use the 
notion of “Anglo-Saxon type 
restru c tur ing" as a yardstick for what 
is taking place in Germany. 

Corporate Restructuring in Britain and 
Germany, an Anglo-German 
Foundation Report Available from AGF 
Book Sales. Tel (0)1904430033; Fax 
(0)1904430868. Price £12. 


and the UK, which have traditionally 
had different ownership str u ctures and 


been different in many cases,” says Mr 
Richter. 

Both German and UK companies 
engaged in a flurry of deal -making to 
prepare for the single European 


THE PROPERTY MARKET 
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Investors eye real estate abroad as Norma Cohen discovers 

Foreign fields beckon 


P roperty, histori- 
cally, has been the 
ultimate local busi- 
ness. Investors do 
lot like to own buildings 
hey cannot see from their 
irindow and traditionally 
bey have not done so. 
While portfolio investors 
a the US and UK have 
Town comfortable with 
atemational diversification 
f stock and bond portfolios, 
trope rty has resisted this 
rend. 

Now, It seems, there are 
i gns that a new approach is 
merging among investors. 
In its 1998 Investment 
strategy Annual issued this 
;eek, T-ftSallB Advisors Capi- 
al Management, the Cbica- 
o -based property invest- 
ment consultancy, is urging 
FS clients to put up to 10 per 
eat of their real estate part- 
slice abroad. 

“Real estate is the ulti- 
mate local business,” XaSaDe 
rrites, “and foreign property 
as not always been readily 
ccesslble to non-resident 
ivestors.” 

But recent liberalisation of 
ix and investment rules has 
pened up new opportuni- 
ies. “Our research shows 
fiat cross-border investing 
i tax-efficient vehicles can 
am higher risk-adjusted 
stums then are available 
fim a purely domestic real 
state portfolio.” the report 
an dudes. 

LaSalle argues that three 
wees are already reshaping 
re real estate industry - 
onsolidatlon, globalisation 
nd security. Industries are 
i nnking the number of par- 
ctpants that they wifi toler- 
te. As companies grow by 
wallowing each other, they 
xtend their activities 
broad. 

Meanwhile, property 
ssets are increasingly being 
ackaged into securities, 
hich can he traded as eaa- 
y as shares, broadening the 
ool of potential investors. 

It is these three factors, 
aSalle argues, which make 
i international approach to 
roperty investment neces- 
iry. The consultancy firm 
rges investors to place 
toney into markets where 
roperty ownership, occupa- 
on and management' are 
[ready multinational. 
Jacques Gordon, managing 
rector of research at LaS- 
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alle, says the true extent of 
cross-border investment by 
US property, funds is still 
unkno wn. However, the firm 
estimates it is currently neg- 
ligible, with probably no 
more than $5bn or $6bn out 
of SL60bn outside the US. 

However, anecdotal evi- 
dence suggests that there is 
interest in non-US property 
among US investors. 

Earlier this week. Security 
Capita] Industrial Trust, the 
US’s largest real estate 
investment trust, paid $395m 
tor Europe's largest c h ai n of 
refrigerated warehouses. In 
ex plaining the purchase, SCI 
said that the multinational 
distribution companies who 
are its main customers need 
European storage and distri- 
bution fedlities. 

Lionbrook Property Part- 
nership, a limited partner- 
ship fond managed by Bar- 
ing. Houston & Saunders 
and aimed at US investors 
seeking a play mi the UK 
property market, said it had 
raised more than £100m 
since its launch in-August 

wniimn Walton, managing 
principal at Westbrook Part- 
ners, a New York-based 
estate investment firm, 
which manages about $&5bn 
for largely US pension ftmd 
clients, says that already. 
about 5 per emit of its funds 
are invested abroad. "In gen- 
eral, international real estate 
Is becoming more appealing 
to diems.” he notes. “Lots of 
these guys were investing in 
international equities any- 
way.” 

Jan Zehner, head of global 
real estate investing at US 
Investment bank J.P. Mor- 
gan, says that clients are 
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looking abroad for value. 
“The tenants are global. 
More people are thinking its 
a global business. They 
think that by exporting the 
US’s relatively mare sophis- 
ticated investment tech- 
niques to Europe’s relatively 
immature investment pro- 
cess, they can add valuer he 
says- 

Moreover, Mr Zehner adds, 
real estate markets do not 
necessarily correlate returns 
with other asset classes, nor 
do one country’s property 
returns rise and fall with 
others. In the US, property 
investors have been able to 
earn fantastic returns on 
capital in the years 1994 
through 1997 as the detritus 
of the 2990’s pr ope r t y bust 
went up for sale at bargain- 
basement prices. 

“In the US, the market is 
near a cyclical peak. So if 
you are looking for value, 
you have to look outside the 
US," he says. “And Euro- 
pean markets generally offer 
more opportunity." 

US vulture funds have 
been significant buyers of 
distressed property debt in 
France. There is also grow- 
ing interest in Japan where 
the fl iTidfa g woes of banks 
are expected to force signifi- 
cant sell-offs. 

However, US real estate 
specialists warn that it will 
be some time before interna- 
tional property gains the 
same status as international 
equities or bands. For one 
thing, points oat John Jar- 
dine, managing director of 
real estate at TIAA-CREF, 
one of the US’s largest pen- 
sion ftmds. Investors have a 
long memory. 


In 1989, Chicago-based 
JMB Realty Corp arranged a 
leveraged buyout of Rand- 
sworth Trust Pic, a UK prop- 
erty company, for $425m. 
When the UK realty markets 
collapsed two years later, 13 
US pension funds saw their 
equity wiped out 

Although TIAA-CREF has 
been investing abroad since 
1994, the international por- 
tion of its property portfolio 
is a email part of the busi- 
ness, Mr Jardine says. 

The main obstacle, he 
says, is finding the right 
local partner to work with. 
“You are in a different envi- 
ronment with different cus- 
toms and different laws,” he 
says. 

Bnt Mr Gordon points to 
another troubling obstacle - 
the lack of transparency 
about property values and 
characteristics In non-US 
markets. While US Reits, 
real estate investment 
trusts, are used to publish- 
ing volumes of data about 
their lease structures and 
finances, other property 
markets are . much more 
opaque. "The disclosure has 
got to be much better on 
cash flows than it is right 
now," he says. 

In its report, LaSalle notes 
that if real estate truly 
wants to be admitted to the 
international capital mar- 
kets, it must play by the 
rules. “High-quality finan- 
cial and market information 
are part of the admission 
price," it notes. 

Opacity leads to overbuild- 
ing; which in turn leads to 
boom-bust property cycles 
that will deter investors long 
term. 


FT 


FINANCIAL TIMES 

Financial Publishing 

Providing essential information and objective 
analysis far the global financial industry 

The FT 

Fraud Report 

♦ Money laundering ♦ IT and computer fraud 

♦ VAT and customs fraud ♦ Accounting fraud 

♦ International commercial crime 

♦ Financial Services fraud 

♦ lax fraud and corporate issues 

♦ Derivatives and securities 

♦ Fraud and the media ♦ Banking fraud 

♦ Fraud investigations ♦ Fraud case reporting 

♦ Procurement fraud ♦ Offshore financial fraud 

The FT Fraud Report will help you to 
meef your responsibilities in detecting 
and preventing fraud. 

Subscribe now. 

len issues a year. £350 (UK) £380/US$570 (ROW) 

CoR +44 (0)171 896 2314 
or fax *44(0] 171 896 2274 
for a free sample copy. 

Or order cfirect from: 

FT Financial Publishing, Maple House, 

149 Tottenham Court Road, London WIP 9U, UK. 


FUTURES 
OPTIONS 
& FOREX 

PRIVATE dJBCTS 
WELCOME 


BERKELEY FUTURES LODTEII 

38 DOVER STREET, LONDON WlX SRB 
TEL: 017] 629 H 33 FAX: 0171 495 0022 

http://wOTr-taIlco.ak 

I 


http://www.unioncal.com 

F.X. FUTURES & OPTIONS 24 HOURS 


0171 522 3333 


sfa regulated 


Fast Fills. 

Low Rates. 
Quality Service. 


Founts & Options, ranad-tmn 

Institationri service 
for private ettmts. 

0800-262472 


LliND-lVALDOCK & COMPAM 

S-15S Clii-aMI St. • Lo;;ilm! IXfi H I 1 


fee 0171 - 256-2445 
wraBad^ a klodto Mn 


mini 


Freephone 

FUTURES PAGBl 


REUTERS 


0800888808 

HUM Wtp 




OFFSHORE COMPANIES 


EMMM <1 WSOCRft h»20«lfc«*ortdtfAi and 750i iwdfaadtcnparfM nabbfc 
For 100 M> FREE cotourl»did«i Enl ■MdWfwUH ■ BWatt 
SLEOFIMN: DWIff.» te^ltBOITWr 

LCKXM: WCH*DTKKK,Bfc T*»44 T71 *« Wtt tat«TTT«WJ 

HOMO BDMO: 8 ARTQDBCXER.UM YMl^BZBSOm F*:*ttZ25Zin» 

uai.*icaud;ffiwuegaa .«— «f -muitwbuw Rocrtmwowo 



A personal service m Future. Options & 
Garendts uttii dimt x&ss to exchange fioen 
Amn Maxwell r. 

OI7I 702 l«f ... 1 




! if you would like to advertise, or require any j 
I further information, please contact: ! 

j Jeremy Nelson j 

i Tel: 0171-873-3447 Fax: 0171-873-3062 j 





4 - 













12 



35555555 



SALE 


FINANCIAL TIMES FRIDAY DECEMBER 19 1997 


CONTRACTS & TENDERS 


REPEAT CALL FOR TENDERS 
FOR THE SALE OF A GROUP OF ASSETS OF 
“S-A. INDUSTRIE AGRICOLE”, OF KALAMATA, GREECE 

EnWKl KEPHALEOU SA_, Administration of Assets and Liabilities, of 9a Chiyssospilioti&su Sl 
A thens 105 60, Greece, in its capacity as Liquidator of “SA. DTNDUSTRIE AGRICOLE" a 
company with its registered office in Kalamaia, Greece, (the “Company”), presently under special 
liquidation according to die provisions of article 46a of Law 1892/1990. by virtue of Decisions 
No.269/1994 and 463/1994 of the Nafplion Court of Appeal. 

announces a repeat call for tenders 

for the sale of the group of assets mentioned below, which is being sold as a single entity. 

BRIEF INFORMATION 

Tbe Company was established in 1973. On 21.4.1994 the Company was placed under special 
liquidation, according to the provisions of Article 46a of Law 1892/1990 upon application by the 
National Bank of Greece SA and the Credit Bank SA in their capacity as creditors representing over 
5\% of the claims against the company. The Company's activities included tbe production of alcohol 
(pure an industrial), grape must, kernel oil and olive kernel oil milling residues. 

GROUP OF ASSETS OFFERED FOR SALE 

Kernel oil thetory/olive oil refinery at “Pbtami” in the rural area of Kyparissia (Pyrgos-Kyparissia 
National Road) standing mi a plot of land covering approximately 13,702 sqjn. and containi n g 
buildings, the surface of which amounts to 2.800 sqjn., machinery and mechanical equipment in 
operaring condition. Certain of the buildings have been built without permission, as certified by the 
town planning authorities. (For further information please see tbe Offering Memorandum). Tbe 
factory is under lease, tbe validity of which is being disputed in coon. Tbe company’s trade name is 
also on offer. 

TERMS AND CONDITIONS OF THE AUCTION 

1. The Auction shall take place in accordance with the provisions of article 46a of Law 1892/1990 (as 
supplemented by article 14 of Law 200Q/91 and subsequently amended), the terms and conditions 
set forth herein and tbe “Terms and Conditions of Sale” contained in the Offering Memorandum. 
Such provisions and other terms and conditions shall apply irrespectively of whether they are 
mentioned here in or not. Submission of binding offers shall mean acceptance of such provisions 
and other terms and conditions. 

2. Binding Offers; Interested parries are hereby invited to submit binding offers, not later than 
19.1.1998, 1200 hoars to tbe Kalamta Notary Public Mr Panagiotis Doumouiakts, Amalias St. No. 
3-5. 24 100 Kalamaia, TeL +30-721 -87526. Offers should expressly state the offered price and the 
detailed terms of payment tin cash or instalments, mentioning the number of instalments, the dates 
thereof and the proposed annual interest rate if any). In the 
event of not specifying; a) tire way of payment, b) whether the credited amount shall bear interest 
and c) the interest rate, then it shall respectively be deemed that: a) tbe offered price is payable 
upon execution of the sale contract, b) the amount credited shall bear no interest and c) tbe interest 
rare shall be the legal rate in force from tune to time. In all cases where the credited amount bears 
interest, this shall be calculated in relation to the outstanding amount and shall be payable on the 
dates of payment of each instalment. Binding offers submitted later than the above dale shall 
neither be accepted nor considered. The offers shall be binding until tbe adjudication. Submission 
of o fliers in favour of a third party to be nominated at a later stage shall be accepted on condition 
that tins is expressly stated upon submission and that tbe offeror shall give a personal guarantee in 
favour of such third party, for the compliance of the obligations deriving from the sole contract. 

3. Letters of Guarantee: Binding offers must be accompanied by a Letter of Guarantee issued in 
accordance with the sample Letter of Guarantee contained in the Offering Memorandum, try a bonk 
legally operating in Greece, to remain valid until die adjudication. Tbe Letters of Guarantee must 
be for the amount off DRSFORTY MILLION (40.000.000.-). Letters of Guarantee dull be 
returned after the adjudication. 

4. Submissions: Binding offers together with the Letter of Guarantee shall be submitted in sealed 
opaque envelopes. 

5. Envelopes containing the binding offers shall be unsealed by the above mentioned Notary Public 
in his office, on 19. LI 998, 14,00 hours. Any party having duly submitted a binding offer shall be 
entitled to attend and sign the deed attesting the unsealing of the binding offers. 

6. As highest bidder shall be considered the participant, whose offer will be judged try creditors 
representing over 5 1% of lire claims against tire Company (the “Creditors”), upon recommendation 
by tire Liquidator, to be in the best interests of all of tire creditors of tbe Compsmy. For the purposes 
of evaluation, an offer to be paid in instalments shall be assessed on the basis of its present value 
to be calculated by employing a 15% annual discount interest rate, compounded yearly. 

7. The Liquidator shall give written notice to tire highest bidder to appear on the date and place 
mentioned therein and execute tire contract of sale in accordance with tire terms contained in bis 
landing offer and/or any other unproved terms, which may be suggested by tbe Creditors and 
agreed upon. In tire event of the highest bidder not complying with such obligation, the Letter of 
Guarantee shall be forfeited as a penalty. Adjudication shall be deemed to take effect upon 
execution of the contract of sale. 

& All costs and expe n ses of any nature, including any tax (such as VA.T.). duties, custom dories, any 
charges in favour of tbe state or third parties, which may need to be paid (other than those 
exempted by law) in respect of the participation in the Auction and the transfer of tire assets offered 
hereby for sale, the sale contract, as well as any other act prior or subsequent to the transfer of 
assets shall be exclusively borne by the purchaser. 

9. Tbe Liquidator and the Creditors shall have no liability nor obligation whatsoever towards the 
part i cipant s in relation to the evaluation of the offers or tire appointment of tire highest bidder or 
any decision to repeat or cancel any Auction or any derision whatsoever in connection with tbe 
proceedings of tbe Auction. The Liquidator or tbe Creditors shall have no liability for any legal or 
actual defects of the assets. Submission of binding offers shall not create any right for tbe 
adjudication not tire participants shall acquire any right, power of claim from tins Call for Tenders 
and/br tbeir paitidpatioa in tire Auction against the Liquidator and/or tbe Creditors for any reason 
whatsoever. 

10. This Call for Tenders has been drafted in Greek and translated into E ng lish. In any event, die 
Greek version shall prevail. 

OFFERING MEMORANDUM - FURTHER INFORMATION 
Interested parties may obtain the Offering Memorandum in respect of the Company and its assets 
upon signing a confidentiality agreement. 

In order to obtain a copy of the Offering Memorandum and any further information please apply to 
the Liquidator “Etbniki Kcphaleou S A. Adromiaraooo of Assets and Lia hiTirii-. “u OxysrospaoessK St. 
Athens Kt580. Greece, TcL +30-1-323 14 84-7. Fax: +30-1-321 T9 OStatcatioo of Mrs. Marika Frangalds). 


Bundesanstalt 

fur vereinigungsbedingte Sonderaufgaben 

CALL FOR TENDERS 
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is offered for ate. 

MMG is one of the workfe leading manufacturers of ship's proposers, it makes and 
supplies foundry products of standard and special copper afioys. such as 

■ fixed pitch propeBers up to 100 1 

■ components for controllable pitch propellers 

■ spun type castings 

FoHowing an extensive restructuring and modernization operation, which wffl be 
completed ini 898, this highly efficient foundry operation now boasts top technota^ fe al 
st anda rds and is ideafly equipped to mart its cus tom ers expectations. 

Tha vokmifl of orders is in the double-digit mfions and stable. The company is in the 
black. The 110 employees are trained, performance-oriented and committed 
specialists. MMG ist certified by German Uoyd as conforming with ISO 9001 quality 
standards. Alongside its foundry expertise. MMG has in-house development and design 
ca p acities fci the hydrodynamics field. The products are martoBted through a worldwide 
distribution network and cooperation arrangements. 

Potential investors wffl be expected to take over and continue the operations at its 

present srte and to safeguard and increase the number of jobs in the hang term. 

If you are interested, please contact the Bundesastalt fur vereinigimgsbecfit^te 
Sonderaufgaben, Privatization team 1, Dr. Bernhard Wiki, for the tender documents 
within three weeks from the publication of this notice. 

Phone +483024511341, Fax 440302451 HOB 

The contact wHJ be awarded at the discretion of the Bundesanstalt fur vereWgungs- 
beefingte Sonderaufgaben, 

Bundeemat^ffirveraMgiingabedlngteSorideraufgefaen, Privatization tesnl, 
Atexanderptatz 6, D-10100 Baffin 


Thriving Multi Depot Car Trafterflow Bar Dealership 

4 Strategically placed Depots 
• ItowwiijR* 

•rhetprqfit ZO% • 

Set for expansion. Sale due to impending retirement 

IMvU newton and Co. 

ChortavS prt M c d A powmt a nto 
Lnxcacc Hook. 

Jnna lOcoisea link. 

C&fttm Moon York 
North Yorkshire Y03 4XG 


PIRAEUS FINANCE 

FINANCIAL AND CONSULTANCY SERVICES SA 
INVITATION 

FOR EXPRESSIONS OF INTEREST IN 
PURCHASING 
THE TOTAL ASSETS OF 
‘INTERNATIONAL CLOTHING INDUSTRY SA.” 
NOW UNDER SPECIAL LIQUIDATION 

PIRAEUS FINANCE SA. (established in Albers at 20 Amalias and 
5 Soon Street) in its capacity as special liquidator of 
INTERNATIONAL CLOTHING INDUSTRY S-A. (established in 
Athens at 64 Vass. Sophias Avenue.) which has been placed under 
special liquidation as per ankle 46a of Law 1892J90 by Derisio n s 
No. 6647/10.7.79 and 9767/27.11.97 of the Athens Court of Appeal 

INVITES 

interested parties to rhor mteresi itt T fl uri upu "? the total 

assets of tfOERNAnONAL CLOTHING INDUSTRY SjL by 

submitting within tw enty (20) days from today a written, oon- 
bmding expression of uuciesz. 

Summary Paia on the Company trader liquidation 
The company under liquidation was established in 1973 for the 
manufacture and sale of clothing and woven materials of all types, 
the r e pr es e n t ation in Greece of kindred enterprises, participation in 
other enterprises, etc. Within the framework of its obj ec tiv es, die 
com pan y established, in die Thuria district of the p refect u r e of 
Mcssima, a modem factory producing ready-made clothes. Tins 

■ factory ceased functioning on a regular basis from die tv ‘F" T,: "e of 

1997. Since 1996. the company has been Earing prob lem s 

and finally, following an application by its creditors, it was placed 
under special liquidation through the above-mentioned derisions of 
the Athens Court of AppeaL 

Summary Data on tbe Assets fbr Sale 
Included among tbe assets of the com pan y under Ikpridatkm are: 

• A complete factory complex for the production of ready-made 
clothing in the Thuria district of tbe prefecture of Mescmio. built on 
a pkx measuring 2\ ,80Sin2 in area (surface area of the bafltfing 
installations is about 10.100 or.) 

• Building complex (warehouses, offices, etc.) with a total area of 
9,802^0 m-‘ in the land district of the community of PaQini, Attica. 

• Independently owned offices which occupy the entire 4th floor 
(total area: 524 m 2 ) of the apartment buDding at 64 Vfeu. Sophia Ave. 

- Indivisible ownership of 1/2 of the independently owned offices 
which occupy the fifth floor (total area 524 m* of the above apartment 
building. 

■ Indivisible ownership of 1/3 of an area of 10.000 m 1 in tbe district 
of Oreon, Euboea, as well as (he indivisible ownership of 1/2 of a ptaft 
of land 909 nr (with, a 40 m* building on ill in the district of 
Lehainon, nin. 

• C laim* and stacks of raw materials and finished products as wefi as 
the “AMERICANINO” trade mark in all the countries of tbe world 
except Gre ec e, Cyprus, Japan. China, Hong Kong. Indonesia and 
South America. 

A detailed description of the above data, as well of other remaining 
assets, is in the offering memorandum which is available 

to prospective buyers. 

Sale Procedure 

Tbe sale will take place by Public Auction to the' Highest Bidder in 
accordance with the provisions of article 46a of Law 1892/90 (as 
supplemented by article 14 of Law 2000/91 and laser amended) and 
the terms of the relative announcement of tbe auction which will be 
published in the same newspapers and within the time Rmh* 
prescribed by low. 

Prospective buyers, on signature of a confidentiality agreement, may 
receive the offering memorandum within the legal time timiis. Also, 
they may obtain supplementary information and data and may visit 
Ihe premises of the company under liquidation. 

Submtssfan of Expressions of Interest 
For the submission of expressions of hnerest as well as for 
supplementary information, pros p ective buyers rosy apply nr the 
liquidaior 

Piraeus Finance, F inancial and Consultancy SJL, 20 Amalias and 5 
Souri Streets. 105 57 Athens. Greece. TeL- (301) 333 SS21 . Fnc (301) 
333 5020. 


L.V.G. (BUS AND COACH) LIMITED 

lln A Jtni ni.strJt iv (.■ li-.-i. ■.* i wr-bi p i 


The Joint Administrative Receivers offer for sale 
the business and assets of the company, which 
indade: 

■ VVeU located site in Waterkroville, Hants (part 
freehold, part leasehold) — c. 45 acres in totaL 

■ A manufacturing facility which is highly 
regarded within the industry, ISO 9000 
accredited, with its own paint facilities. 

■ c. 200 employees. 

■ Annual turnover of c. £14 million. 

■ Order book of c. £4 million, including a 
substantial fitting contract with a major 
German OEM. 

■ Product range comprising: 

- S320 coach and variants including the only 
ECER66 rollover approved 69 seat (all seat 
belted) coach available in the m ark et; ideal 
for school use 

- Super low floor bus 

- Vanguard coach (with potential for 
exploitation in emerging markets). 

Fbr further information, please contact 
Kerin Haywood at : 

Arthur Andersen, 1 Victoria Square; 

Birmingham B1 1BD. 

Teh 0121 233 2101. Fax: 0121 643 7647 



REPUBLIC OF TUNISIA 

Invitation for expression of interest for the privatisation of 
LA SOCBETE DES CIMENTS D’ENFIDHA 
Pre-qualification to hid 


Within the framework of the privatisation programme of the Republic of Tunisia, 
the Government of Tunisia hereby announces a two stage international tender for 
die purchase of 87.88% of La Sod&fi des Ciments d’Enfidha, one of the leading 
rvr™ *Jt manufacturers in Tiurisia with a capacity of 1 million tons. 

In tbe first stage, interested parties are invited to express their interest 
so as to be preKjualified for the second stage of the process. 
Pre-q ualifi cation criteria will be based on the operational track 
- - record in tbe cement industry and financial strength. 

In the second stage, for those who meet the pre-q u alific ati on criteria, 
invitations will be sent together with the tender documents, 
including the procedure and timetable to be followed. 

A letter of interest and tbe latest anniral repeat of the submitting 
party shall be sent no later than January 15th, 1 998 to: 


MJNISTERE DU DEVELOPPEMENT ECONOMIQUE 
Direction Generate de la Privatisation 
Place AB Zouaoui 
1000 Tunis, Tunisia 

Reference: Privatisation of the cement sector 
Teh 216 1-354 467 Fax:2161-350 975 



LAGOS STATE WATER CORPORATION 

CONCESSION CONTRACT FOR WATER SUPPLIES 

' ON THE LEKKI PENINSULA AND THE ISLANDS 

# 

APPUCAHONS FOR PREQUALEFICATION 

Lag os State Wuer Corporation is inviting expr e ssi ons of interest- from suitably qualified 
contractors or consortia to apply for a concession m transfer responsibilities for water 
supplies in the defined area under a 25 year contract . 

The oonnacr will provide for transfer of responsibifay for the provision of water supplies to 
the project area of Lekki Corridor and the Islands. This area has a total population of 
ap puxamarriy half a million at present which is expected to double during the period of 
the concession. Tbe area houses a domestic population of the highest sodo-economic 
category in Lagos and g home ip most of the major in stitu tions and e m bassi e s, 
headquarters of major international firms etc, based in Nigeria. 

The existing assets available for the provision of water supplies fo the concession area, 
which have been extensively rehab ilit a te d, wiO be transferred to the concessionaire under 
a Lease Anangement Whilst significantly improved, these assets are only able id meet 
30 per cera of the present esti m ated demand 

The concessioiiaue will be re quire d to implement an approved programme of investment do 
improve levels of service m accordance with an agreed schedule. A major component of die 
investment programme is a new water production and transmission system id be procured 
under a Build, Own, Operate and Transfer Anangement [BOOH Discussions are being 
conducted wnh the Government of the Republic of Nigeria and the World Bank 
concerning die provision of guarantees on the sovereign risk dements of this project. 

Suitable certified Companies ant invited to coUea a copy of Request for Pre-quafifkanon 
Documents IRFQJ from the undersigned to be returned by 24 February 1998k Fke-quafified 
Companies wifl be advised following this doe. 

A Request for Proposal Documents (RFF! wip be issued in April 1998 from the 
Corporation's Office in Lagos and United Utilities PIC Office, Warrington, England 
os ap p ro priate. 

The documents (Pre-quafified document) are available fora non refundable fee of N 10,000 
or £90 at the Lagos Stare Water Corporation or its designated Consultant, United Utilities 
of the United Kingdom. 

Interested companies shook! address enquiries ox 

The General Manager; Lagos Scant Water Corporation Headquarters; Ijora 
EO. Box 555, UgoA Nigeria, Tefc 2630590, 2630713. 2631738 
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LEGAL NOTICES 


SALE 


Appear in the 
Financial Times 
on Tuesdays, 
Fridays 

and Saturdays. 

Fbr further 
information or to 
advertise in this 
section 

please contact 
Marlon Wedderbum 
on 

+44 0171 873 4874 

or 

Melanie Miles 
on 

+44 0171 873 3349 
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Habib Bank Limited 


STRATEGIC AUTOMATION 


Haifa Bank Limited is one of Pakistan's lamest 
and oldest banks with over 1900 branches locally 
and 66 offices in 21 countries. The bank is being 
restructured and as part of this exercise a 
complete automation of the bank is requkecL 

Expression of interest from reputable, 
international vendors preferably with local 
affiliation is solicited for the provision of a fuilv 
integrated banking package for the bank! 
Vendors are requested to send full details of the 
package along with prices, operating system and 
hardware platform required lor their product 
Vendors should also include at least three 
reference sites that are using their package for at 
feast three years and such sites should have on- 
line duster of 300-1000 branches with cross 
bottler operations. 

Selected vendors will woric with the HBL 'teem to 
review and evaluate in detail their offerings; 

M inquiries in respect of this request fbr ECU 
should be made in writing to the address betowL 

} n tripilcate sh°dd be 
received by HBL by 20th January 1998. 
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C risis? What crisis? 

Anyone attending a 
performance by Lon- 
don’s two interna- 
tionally renowned 
opera companies earlier thin 
month could be forgiven for 
thmlrii^ nothing was aiwifcs. The 
Royal Opera was packing in the 
crowds at the Shaftesbury Thea- 
tre for Paul Runyan , an obscure 
1940s operetta that no one bat 
Britten aficionados hpfl heard 
about. At the Coliseum, ENO was 
being cheered to the roof for its 
performances of Eugene Onegin, 
Falstaff and The Magic Flute. 

Behind the bosiness-as-nsaal 
fapade, neither company can be 
sure it will be in evi«ct eu <y thin 
time next year. Since UK culture 
secretary Chris Smith's bomb- 
shell on November 3, when be 
proposed lamping the Royal 
Opera. Royal Ballet and ENO in 
a de- royal ed Covent Garden 
Theatre, everything has been in 
limbo. ENO has no chief execu- 
tive and is unlikely to find- one 
until its future Is clear. The 
Royal Opera House board has 
tendered its resignation, and no 
one seems to know who is in 
charge. Sir Richard Eyre will not 
be able to chair the review panel 
until after Christmas. The panel 
has four months in which to 
report, but its membership has 
not even been finalised. 

In a letter to The Times Lord 
Gibson, chairman of the Arts 


ARTS 


Opera in 1997 / Andrew Clark 



A year of living dangerously 


Council from 1972 to 1977, 
summed up the UK opera prob- 
lem. He said that “if we want 
opera houses at international 
standards, developing the art of 
opera as weU as playing the pop- 
ular repertoire at popular prices, 
they will cost the public more 
than they do now. In mainland 
Europe this is not grudged. Here 
it has yet to be accepted ... In 
the absence of continental-type 
subsidy, seat prices have to be 
high, leading to charges of ‘eli- 
tism* which in turn endanger 
even existing levels of subsidy.” 

Lord Gibson underlines wby 
the Eyre review is im material in 
the long term: it will not address 
the wider problem of declining 
arts subsidy. The Royal Liver- 
pool Philharmonic Orchestra is 
£l.3m in the red. the Halle 
£600,000. Opera North has an 
accumulated deficit of £670,000. 
They can't all be mismanaged. 
For most UK orchestras and 
opera companies, 1997 was an 
annus horribilis. The reason is 
not because their ftnaraiai prob- 
lems took a sadden turn for the 
worse or because their artistic 


product slumped. There was evi- 
dence of neither. No, the cause of 
the gloom was that fateful even- 
ing of November 3. when it 
finally sank in that Tony Blair’s 
government was no more willing 
to help the arts than its Conser- 
vative predecessors. A New 
Labour arts policy was a chi- 
mera. 

For toe music and opera estab- 
lishment, which had staked its 
salvation on New Labour, Blair’s 
election triumph was a false 
dawn. Here was a party unrecog- 
nisable from the Old Labour 
which oversaw the UK arts 
explosion in the 1960s. Far from 
sweeping away is years of That- 
cherism. during which the arts 
had been treated like an over- 
manned and poorly performing 
business. New Labour is clearly 
embarrassed by high art Its idea 
of culture is People’s Culture: 
Chris Evans (millionaire disc 
jockey). Inspector Morse (TV 
detective series), sport, fashion, 
restaurants, style. 

New Labour tefit? about demo- 
cratic access to the arts, but is 
not p repared to pay for it. You 


can’t be seen to increase subsi- 
dies fra* high art If you're cutting 
benefit payments to single moth- 
ers and the disabled. You cant 
even privatise the Royal Opera 
House because it would mean 
giving tax breaks to the rich 
people on whom its future would 
depend. 


A nnus horribilis. 

indeed. The arts have 
been on standstill 
funding for five 
years, while produc- 
tion costs have risen with infla- 
tion. In many cases, toe lottery 
has only complicated the matter. 
The RLPO’s deficit for example, 
stems from the two-year period 
when it had to vacate Liverpool's 
Philharmonic Hall for a lottery- 
funded refurbishment. It simply 
couldn’t attract the same box-of- 
fice income from a smaller, less 
suitable temporary venue. 

The problem for the RLPO and 
its confreres around the country 
is that, the Royal Opera House 
has become toe face of the arts 
in the UK, and New Labour has 
chosen it as the easiest target. 


Brought to its knees by misman- 
agement of the close-down 
period, the ROH is being used as 
a smokescreen for the govern- 
ment’s failure to address the 
overall decline in subsidy. As 
long as government trades one- 
off lottery grants against that 
decline, the long-term well-being 
of the arts in toe UK will be in 
question. What is to stop the 
Blair government, or its succes- 
sor. from diverting more lottery 
money away from the arts to 
other causes, as it has done 
already? 

For the time being, however, 
the Eyre review lets New Labonr 
off the hook. No one expects 
Eyre to rubber-stamp Smith’s 
widely-derided three-in-one pro- 
posaL Bat if, as Smith asserts, 
no more money is forthcoming, 
the only alternative most be a 
fudge. ENO could stay at the Col- 
iseum, with its debt written off. 
The ROH may adopt a siagionc 
system, reducing its main season 
to 10 productions - like opera 
bouses in Amsterdam, Brussels 
and Geneva, lint might leave 
enough resources for smaller- 


«■»!» touring shows on the lines 
of Paul Banyan. A short West 
End nm of La bohtme would do 
the Royal Opera’s image no end 
of good, as the San Francisco 
Opera found during its recent 
close-down period. 

Of course, toe UK is not the 
only country to have faced oper- 
atic crisis. German culture faced 
meltdown in the aftermath of 
unification. There was a lot of 
nipping and tucking, bnt apart 
from Berlin’s Schiller Theater - 
the closure of which brought 
Germany’s cultural establish- 
ment to its senses - no institu- 
tion was forced to shut down. 
Against all odds, Berlin's three 
opera houses have survived. The 
Bavarian State Opera is as lively 
as it has ever been, while the 
Munich Philharmonic recently- 
engaged James Levine as Us con- 
ductor, on a contract worth 
DM2m (£700.000) a year. 

In Paris, the Bastille project 
underwent crisis after crisis, fail- 
ing to match the visionary ambi- 
tion of its begetters. It has now 
come good. The artistic product 
is reliable and sometimes world- 


class. as in Der Roscnkavalicr 
and The Merry Widotc this past 
month. You can get a good seat 
for FFr240 (£24); the upper bal- 
cony costs FFr64. Not surpris- 
ingly, the 2700-scat theatre regu- 
larly sells out. Like the Royal 
Opera House, the Bastille is 
responsible for two companies, 
and It has a second theatre to 
sustain. With a subsidy of 
FFr$50m, it is manageable. 

It’s partly a question of per- 
sonalities: you need a Hugues 
Gall to weld that huge organisa- 
tion Into a coherent artistic 
force, just as you need a Joe 
Volpe to turn the New York Met- 
ropolitan Opera into the world’s 
most efficient opera factory. 
Each knows his business from 
bottom up. If something goes 
wrong, everyone knows who to 
blame. But while Gall and Volpe 
are in charge, no one tries to 

second-guess them. Who is In 
charge at toe Royal Opera? 

Drafting in television execu- 
tives and Arts Council adminis- 
trators is no way to run an opera 
house. But you won't attract 
managers of appropriate talent 
and experience if you don’t offer 
toe proper resources. It all comes 
down to cash. Once New Labour 
puts Its money where its mouth 
is, it may be in a position to 
grasp that the arts are the great- 
est educational, moral and spiri- 
tual resource at this country's 
disposal. 


Theatre 


Clown in 
the snow 


W e may think of 
clowning as a fairly 
frenetic activity, but 
Slava Polunin is 
remarkably laid back. In his yel- 
low rompers and fluffy red slip- 
pers, he does the occasional stock 
clownish thing in a rather mini- 
mal, postmodern way - falling off 
a chair, placed at 45 degrees to 
the floor, or dashing between 
giant telephones to play both 
sides of a conversation. But Sla- 
va's Snowshotr, now at the Old 
Vic, is governed by a gentle, 
almost elegiac feel. 

The show is sentimental, 
kitschy in places and thin in oth- 
ers, and is laced with irritatingly 
whimsical music. And yet it adds 
up to more than the sum of its 
parts, as the bizarre, haunting 
images accumulate and build to a 
climax. 

Polunin himself appears as a 
lonely individual in an arctic, 
dream-like landscape of icy blue 
flats, frosty cobwebs and floating 
snowflakes. He has the benign 
presence of a holy fool, but he 
draws on the great down tradi- 
tion of appearing isolated in a 
bewildering, hostile world. 

He has a stage companion, 
another mute little individual, 
who, while Polunin goes for the 
Andy Pandy style in down fash- 
ion, favours the Beckett look of 
floor-length, moth-eaten overcoat 
This wistful looking oddity offers 
no friendship, and the two 
clowns pad about in isolation. 

But the show's real impact 
depends on two startfingly effec- 
tive images. Polunin, having 
caused the demise of a yellow 
balloon, dumps the ragged bit of 
rubber into a dustbin then 
watches, transfixed, as the bal- 
loon. resurrected and trans- 
formed Into a gorgeous yellow 
orb, floats upwards out of reach 
and sprinkles him with silver- 
blue flakes. What does it signif y? 
Hope? Happiness? Who knows, 
but this charming image is sur- 
passed by the show's climax. 
Here Polunin is plunged into a 
blizzard which gngidfc the whole 
auditorium, blasting the audi- 
ence with white light, driven 
snow and ear-splitting music 
(Carl Orff), while Polunin writhes 


INTERNATIONAL; 


■ AMSTERDAM 

OPERA 

Netherlands Opera, Het 
Muziektheater 
Tel: 31-20-551 8911 
Dialogues des Garmdfftes: by 
Poulenc. New production 
conducted by Yves Abel in a 
staging by Robert Careen. Cast 
includes Joan Rodgers and Sheri 
Greenawald; Dec 19, 22 

■ BARCELONA 

EXHIBITIONS 
Fundacid “la Caixa* 

Tel: 34-3-207 7475 
Madrid-Barcekma, 1930-1936: 
brings together a group of 
around 100 avant-garde works 
from the period of the Second 
Republic, before the Civil War. 
Includes paintings and sculptures 
by Picasso, Miro and Dali, along 
with photographs, posters and 
films; to Dec 21 

■ BERLIN 

CONCERTS 





Sentimental, kitschy - but spellbinding: Slava and Ivan Polunin in ‘Slava’s Snowshow* 


helplessly on the stage, a tiny, 
frail figure drowned by huge 
forces. There is something devas- 
tating an ri distressing about this 
final image; to me it suggested 
the crushing of hope. 

Not one to send Ms audience 
out stunned, however. Polunin 
rounds off the show by relea s ing 


Deutsche Oper 
Tel: 49-30-34384-01 
Carmina Burana: by Orff. 
Conducted by Rafael FrOhbeck 
de Burgos. With the Clemencic 
Consort conducted by Rene 
Clemencic; Dec 19 

PhiBiarmonle 

Tel: 49-30-2548 8354 

Berlin Philharmonic Orchestra: 

conducted by Daniel Barenboim 

in works by Mendelssohn, Rihm 

and Bruckner; Dec 19, 20, 21 

OPERA 

Deutsche Oper 

Tel: 49-30-34384-01 
Hansel und Grate!: by 
Humperdinck. Conducted by Oiaf 
HenzoW In a staging by Andreas 
Homokj; Dec 21 

■ BOLOGNA 

OPERA 

Teatro Comunale 

Tel: 39-51-529 999 

wwwjtettuno.it/bo/ 

teatrocomunate 

Turandot by Puccini. Revival 

conducted by Daniele Gath In a 

staging by Hugo de Ana; Dec 21 

■ CHICAGO 

OPERA 

Lyric Opera of Chicago 
Tel: 1-312-332 2244 
www.lyricopera.org 
Am is tad: world premiere of 
Anthony Davis's new work about 
the 19th century anti-slavery 
campaign. Dennis Russell Davies 
conducts a production by 
George C. Wooffe; Dec 20 


giant balls into the auditorium, 
which the spectators fall oo with 
glee. Polunin, meanwhile, sits on 
the edge of the stage, beaming 
quietly as his audience plays for 
a good 10 minutes. Manipulative? 
Mushy? Yes and yes - and yet at 
the time nobody minds much. 
Polunin spreads a blanket of 


■ HONGKONG 

EXHIBITIONS 

Hong Kong Museum of Art 

www.usd.gov.hk/CE/Museum 
National Treasures: Gems of 
China's Cultural Relics. Major 
exhibition assembling some 160 
works of art on loan from China's 
30 museums. Includes bronzes, 
jades, ceramics, paintings and 
tapestries, some of which have 
never travelled before. The 
exhibition brings together objects 
from all over China, and ranges 
from the Neolithic period to the 
early 20th century; to Mar 1 

■ LONDON 

CONCERTS 
Barbican HaD 

Tet 44-171-638 8891 
Christmas Carol Concert Richard 
Hickox conducts the London 
Symphony Orchestra and Chorus 
in a programme indudng 
Humperdinck's Hansel and Grate! 
Overture and extracts from The 
Nutcracker; Dec 20. 21 

DANCE 

Royal Festival Hafl 
Tel: 44-171-928 8800 
The Royal Ballet Les Patinews/ 
Tales of Beatrix Potter, by 
Frederick Ashton; Dec 23 

■ LOS ANGELES 

CONCERTS 

Dorothy Chandler Pavilion 

Tel: 1-213-365 3500 
• Los Angeles Philharmonic: 
conducted by Esa-Pekka 
Salonen in works by Beethoven, 
John Williams and Nielsen. With 


benevolent charm over his audi- 
ence, bolding them spellbound 
for a while. 

Sarah Hemming 

Slava's Snowshow continues at 
toe Old Vic, London SE1 until 
January 3. (0171 928 7616). 


violin soloist Alexander Treger, 
Dec 20, 21 

■ MILAN 

DANCE 

Teatro alia Scala 
Tel: 39-2-88791 

Giselle: with sets and costumes 
by Marie- Louise Ekman; Dec 20 

OPERA 

Teatro ala Scala 

Tel: 39-2-88791 
Macbeth: by Verdi. Conducted 
by Riocardo Mutt in a staging by 
Graham Vick, with designs by 
Maria Bjomson. Casts vary; look 
out for Maria GulegNna and 
Roberto Alagna; Dec 19. 21 

■ NEW YORK 

CONCERTS 
Lincoln Center 
Tet 1-212-721 6500 
www. Hncolncenter.org 

• New York Philharmonic: 
conducted by Kurt Masur In 
works by Shostakovich and 
Prokofiev. With violin soloist 
Midori; Avery Fisher HaU; Dec 19 

• New York Philharmonic: 
conducted by Dr Walter J. 
Turnbull with the Boys Choir of 
Harlem; Avery Fisher Hall: 

Dec 20 

• New York Philharmonic: 
KlezmerfesL With the Andy 
Statman Orchestra and Klezmer 
Conservatory Band; Avery Fisher 
Hall; Dec 21 

DANCE 

New York City Ballet, New 
York State Theater 
Tel: 1-212-870 5570 


Captivated by Kabuki 


F rance has marked 1997 as 
"Japanese Year”, with 
exhibitions, concerts and 
theatrical performance. 
In a final burst of glory, after 
visits from Bunraku puppets and 
Noh Theatre, toe Festival d’Au- 
tomne is presenting a season of 
Kabuki drama and dance at the 
Tb&dtre du Ch&telet in Paris. 
And for theatre lovers the occa- 
sion, as the guide book puts it. 
vaut le voyage. Most especially so 
in that the show stars two of 
Japan’s greatest actors, both hon- 
oured as laving National Trea- 
sures - Jakuemon Nakamura IV. 
who is the supreme player of 
ormagata (female) roles, and 
Tomijuro Nakamura V, to whom 
fall the heroic characters. Both 
are astounding in artistry, in sub- 
tlety, in power and - beneath the 
ritualistic mask of KahnM - in 

pftgglnn- 

Kabuki is a “popular" theatri- 
cal form, its dramas encompass- 
ing the darkest as well as the 
lightest in the theatre. It is, to 
western eyes, ravishing in aspect. 
If we miss the minutiae of the 
action, we are still drawn into its 
world of exquisitely dressed fig- 
ures - the colours almost intoxi- 
cating in their effects - and into 
the dramas as vividly expressive 
as the robes and maquillage and 
the clangour of the accompany- 


ing musicians. For the Chfltelet 
visit, s unities prove a tremen- 
dous help in making clear the 
action of the first part of the 
evening. 

Keisei Hangongko deals with 
Matahei, a painter with a fero- 
cious stammer, who is seeking 
promotion from a master-painter 
but is passed -over. As played by 
Tomijuro Nakamura we under- 
stand the extreme tensions which 
exist between the comic aspects 
of his disability (his wife must 
always speak for him) and the 
tragedy of a man trapped in his 
inability to express hims elf. 


T he ormagata role of his 
wife. Otoku, is taken by 
Jukuemon Nakamura, 
whose portrait features 
copious wifely explanations (a 
wonderfully convincing babble) 
and in the play’s most illumina- 
tingly beautiful moment, her 
willingness to die with him and 
her astonishment when a paint- 
ing he has made on a fountain 
permeates the entire stone. Irre- 
sistible is the passage when 
Matahei tries to put down the 
brush with which he has painted, 
and cannot, and gently Otoku 
releases each finger in turn from 
the handle. Great art Great thea- 
tre, wonderfully framed by the 
supporting company of actors 


and musicians. And the dance 
scene, which completes the pro- 
gramme. is quite astonishing. 

It tells how Vanya-kyubei, a 
rich young man maddened by a 
dissolute life, secs a vision of 
Natsuyama. a courtesan whom 
he has loved. In his dream, they 
relive their passion. Here is 
dance at its most refined, most 
telling, most ritualistically true. 
Jukuemon Jakamura is 74 years 
old, and as Natsuyama, glori- 
ously robed, exquisitely poised, 
he is the very essence of a beauti- 
ful woman. Tomijuro Nakamura 
is 68, and he becomes the embodi- 
ment of hallucinated and sorrow- 
ing youth. If 1 mention the ages 
of these two superb artists it is to 
stress how much these years 
have given to them in perceptive 
power, in grace and economy of 
means. The love scene is aston- 
ishing in its discretion - hands 
touch; the young man puts on 
the courtesan’s robe (and we feel 
a frisson of eroticism) and the 
swoops and steppings of the 
dance are more potent and more 
thrilling than western dancers 
roaring through the “Black 
Swan" duet A theatrical marvel 

Clement Crisp 

At the Chatelet, Paris until 
December 20. 


S o - he did not turn up to 
sing, after all. Booking 
very famous singers of a 
certain age is always a 
risky business. Despite great 
expectations, Luciano Pavarotti 
pleaded ill health and backed out 
of his concerts in London and 
Birmingham this week. 

Fortunately, the Philhannonia 
had engaged an all-star cast from 
the beginning and the perfor- 
mance of Verdi’s Requiem at the 
Royal Festival Hall on Wednes- 
day was probably much the same 
de luxe affair that it would have 
been if its VIP tenor had been 
present Royalty graced the hall, 
television cameras whirred, the 
audience looked better dressed 
than usual - it was an event 
Having spent the last four or 
five years as London’s most 
improving orchestra, the Philhar- 
monia showed here just what it 
can do at its best And with 
Pavarotti absent, the four soloists 


George Balanchine’s The 
Nutcracker; Dec 19, 20, 21, 22, 
23 

EXHIBITIONS 

Metropolitan Museum of Art 
Tel: 1-212-879 5500 
wwwjnetmuseum.org 
Picasso - The Engraver 
Selections from the MusOe 
Picasso, Paris. Around 150 
engravings, etchings and 
woodcuts created between 1900 
and 1942. The display includes 
sequences which show the 

development of individual 
images, and carved woodblocks 
and metal plates; to Dec 21 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Tet 1-212-362 6000 
wwwjnetCHyere.org 

• Don Giovanni: by Mozart 
Production by Franco Zeffirelli; 
Dec 20 

• II Barbtere di Sarigfia: by 
Rossini. Revival of a staging by 
John Cox; Dec 20, 24 


■ PARIS 

EXHIBITIONS 
Centre Georges Pompidou 
Tel: 33-1-4478 1275 
www.cnac-gp.fr 
Bruce Nauruan: spanning the 
career of the American artist, 
b.1941, this exhibition focuses on 
his relationship with language, 
and includes sound and video 
installations as well as neon 
pieces like One hundred live and 
die (1984). The exhibition will 
travel to London and Helsinki; to 
Mar 9 


Concert 

Requiem 
for an 
event 


may weD have formed a more 
equally-matched quartet. The 
soprano Ren&e Fleming sang 
with near-heavenly beauty, even 
if Verdi here is asking for a more 
dramatic voice: she is a Desde- 
mona rather than an Aida. 
Roberto Alagna sang well as the 
tenor, with both strength and 
sensitivity; and Roberto Scan- 
diuzzi was the typically soft- 
grained Italian bass. Probably the 
most characterful of the four was 
the mezzo Luciana dTritino. until 
a frog in the throat during the 


OPERA 

Op6ra National de Paris, Opdra 
Bastille 

Tel: 33-1-4473 1300 

• Der Rosenkavalien by 
Strauss. New production 
conducted by Edo de Waart in a 
staging by Herbert Wernicke. 
Cast includes Rente Fleming, 
Susan Graham and Barbara 
Bonney; Dec 19 

• La Traviata: by Verdi 
Production directed by Jonathan 
MDIer and conducted by James 
Conlon. Angela Gheorghiu sings 
the role of Violetta, Ramon 
Vargas is Germont; Dec 20, 24 

Opera National de Paris, Palais 
Gamier 

Tel: 33-1-43439696 
The Merry Widow: by Franz 
Lehdr. Armin Jordan conducts a 
new production directed by 
Jorge LaveHl, with sets by 
Antonio Lagarto; Dec 19. 22, 23 

■ ROME 

OPERA 

Teatro deti’ Opera 
Tel: 39-6-487507 
www.themix.it 

La Flamma: by Respighi. This 
first production of the season is 
by Hugo De Ana,-and Is 
conducted by Gianluigl Gelmetti; 
Dec 19 

■ VIENNA 

EXHIBITIONS 
Judisches Museum 
Tel: 43-1-535 0431 
www.jmw.at 

Max Liebermann: selection of 


“Lux aetema". “I*m sorry, mae- 
stro*', she whispered to James 
Levine afterwards - visibly to 
lip-readers in the stalls. 

As artistic director of the Met- 
ropolitan Opera in New York,’ 
Levine is known famously as a 
singers’ conductor. His perfor- 
mance of the Verdi was consum- 
mately prepared, an unhurried 
exposition of the glories of the 
score, with a few moments of 
drama and much vibrato-laden, 
hand-on-heart string playing on 
the way. What it did not exhibit 
was much spontaneity. However, 
the Philhannonia Chorus - 40 
this year - together with the City 
of Birmingham Symphony Cho- 
rus provided high-quality choral 
singing. The concert will be 
broadcast by Channel 4 on 
Christmas Day. 

Richard Fairman 

Sponsored by Enterprise Oil. 


paintings by the German 
Impressionist dating from the 
period 1900-1918, during which 
the Jewish haute bourgeoisie 
flourished. Ltebermann was an 
active collector of the French 
Impressionists, and his collection 
is partially reconstructed here; to 
Jan 18 

■ ZURICH 

EXHIBITIONS 
Kunsthaus Zurich 
Tel: 41-1-251 6765 
Arnold Bticklin, Giorgio de 
Chirico, Max Ernst Voyage into 
the Unknown, comprising 130 
paintings, collages and sketches; 
to Jan 18 

■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 

• NBC Europe 

HL00: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financial Tones Business 
Tonight 

9 CNBC 

0&30: Squawk Box 
10.00: European Money Wheel 
18.00: Financial Times Business 
Tonight 
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Philip Stephens 
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T he fortunes of 
Britain’s Conserva- 
tives are looking 
brighter. Today 
William Hague, the party’s 
young leader, marries his 
sweetheart Within a year, 
maybe two, the patter of 
tiny feet will be heard in the 
Hague household. He starts 
bis honeymoon Just as Tony 
Blair’s is ending. 

Or so Mr Hague's close 
friends are saying. Some of 
us are averse to the idea of 
mixing politics with affairs 
of the heart. It seems a sad 
reflection of our intrusive 
society that a politician's 
public standing is insepara- 
ble from his or her private 
persona. 

But image, so the image- 
makers tell us, is every- 
thing. Ffion Jenkins, the 
bride-to-be, is said to be a 
rale model for the young 
professionals who must be 
won back to the Tory cause. 
And a wife and young fam- 
ily will bestow gravitas on 
the 36-year-old leader. 

Mr Hague sorely needs a 
break. Mr Blair’s adminis- 
tration is in the midst of a 
rough patch. Its legendary 
c omm and of presentation 
has deserted it. The prime 
minister is embarrassed by 
the financial arrangements 
of one of his millionaire 
ministers. And it is begin- 
ning to dawn on Labour 
MPs that government is 
indeed about unpalatable 
choices, especially when it 
comes to overhauling the 
welfare state. 

So there is an opportunity 
for the official opposition. 
The snag is that the Conser- 
vatives seem, unable to do it. 
The Teflon-coating of Mr 


After Hague’s honeymoon 

As wedding bells ring today for the UK Conservative party leader, there are 
still aspects of his image that he must alter if he is to win voters’ support 
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Blair's government may 
have been chipped by recent 
events, but its support still 
stands at more than double 
that far the Tories. Compari- 
sons of the personal ratings 
of the two leaders are too 
cruel to detaiL As Mr Hague 
acknowledged this week, he 
leads a party widely seen as 
greedy, selfish and lacking 
in compassion. 

That, is a fair assessment 
of the public mood. There is 
more, though, to the Conser- 
vatives' present misery than 
memories of the broken 
promises of IS years in 
office. The right is in trou- 
ble in nearly all the big 
western democracies. The 
successful politicians are 
the hard centre-left who 
promise to add a human 
dimension to the tree- 
market orthodoxy of the 
age. 

Look out from Britain 
across the Atlantic and the 
Republicans in the US are in 
similar straits. Sure, they 
scored well in November's 
gubernatorial races. And we 
have lost count of the set- 
backs, political as well as 
personal, suffered by Bill 
Clinton. Yet his opponents 
lack either a coherent 
national agenda or a unify- 
ing leader. 

It is much the same across 
the English Channel. Before 
Ids defeat of Alain Joppg in 
this summer’s election, 
France’s Lionel Jospin was 
yesterday's man. His 
unashamedly socialist plat- 
form was constructed on the 
premise that he would lose. 
Yet six months on. the 
French prime minister is 
almost as popular as Mr 
Blair. He has since seasoned 


Gallic principle with a little 
Anglo-Saxon pragmatism, 
but Mr Jospin remains one 
of Europe's most trusted 
politicians. 

The common denominator 
cm the right is division. In 
France, the Gaullist RPR 
and the centre-right UDF 
have been destabilised by 
the success of the far-right 
National Front. US Republi- 
cans are fragmented 
between Christian Coalition 
fundamentalists and main- 
stream moderates. In 
Britain, the Conservatives’ 
lurch to the Eurosceptic 
right has stranded the stan- 
dard-bearers of centrist One 
Nation Toryism. 

Some of the wounds are 
self-inflicted, as much about 
personalities as policy. 
There is also, though, a 
more failure to 

grasp the mood of the times. 
The big mistake, I think, is 
as follows. The world of 
international capitalism is a 
more threatening place. 
Change is foster than we 

Mr Hague is an 

astute politician. 

So far he has 

proved himself 

Mr Blair’s match 

in their weekly 

duels in the 

House of 

Commons 
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have ever experienced. 
Global markets, as we have 
seen most recently in Asia, 
are oblivious to social or 
political order. They have 
no respect for Cherished val- 
ues. People crave their lost 
security. It is hardly surpris- 
ing they look for it in 
tmttar eaten in g political 
leaders. 

Messrs Clinton, Blair and 
Jospin have aH, In varying 
degrees, grasped the mes- 
sage. They present govern- 
ment as a a gainst the 
coldest winds of change. 
Markets are allowed their 
freedom, but the state Is 
there to guard against the 
harshest consequences. The 
great success of 1980s lead- 
ers such as Ronald Reagan 
and Margaret Thatcher lies 
in moving the political 
centre-ground rightwards. 
Today’s voters want the 
sands to stop shifting. 

This is the point. I think, 
that Mr Hague has not 
taken. He is a clear-thinking 
man and an astute politi- 
cian. Some consider him the 
best orator to lead his party 
since Harold Macmillan. So 
for he has proved himself 
Mr Blair’s match, in their 
weekly duels in the House 
of Commons. 

He has shown he knows 
how to discomfit the prime 
minister. Some will say the 
Conservatives’ champion- 
ship of the disabled against 
any cuts in state benefits, or 
Mr Hague's attacks an the 
financial interests of Geoff- 
rey Robinson, the million- 
aire Treasury minister, 
smack of political opportun- 
ism. That is naive. Harrying 
the government is what 
opposition is about, more 


especially just after an 
ejection. 

Yet there is something 
missing, Mr Hague is blind 
to the big picture showing 
. the voters seeking reassur- 
ance before radicalism. The 
shadow cabinet Is a creature 
of the right. Michael 

Heseltine and Kenneth 

Clarke tower over their 
Tory colleagues at Westmin- 
ster. They barely conceal 
their scorn for the leader. 

This suits Mr Blair per- j 
fectly. The loudest opposi- | 
tion to his policies is coming 
from the left - from the 
ranks of Old Labour within 
his own party and from the 
Liberal Democrats. Both can 
be relied upon to step up 
their attacks an his plans to 
curb welfare spending. The 
government is sure to 
become unpopular. But nei- 
ther group poses a threat to 
its re-election. 

As long as he stands on 
Mr Blair's right, Mr Hague 
will be unable to torn public 
discontent with the govern- 
ment into sustained support 
for the Conservatives. Mr 
Blair's pitch is easily imag- 
ined: if you are worried 
about , my plans for the wel- 
fare state, just think what 
would happen if those right- 
wing ideologues got their 
hands on it 

It is here that image does 
count. Mr Blair casts him- 
self as moderate, tough but 
reasonable. Mr Hague risks 
being labelled extreme. 
These two adjectives are the 
most important in politics. 
Elections are won by those 
perceived as moderate. Mr 
Hague, I am sure, will enjoy 
his honeymoon. I fear, 
though, that it won't last 


IMF is long overdue in 
establishing means to 
assess its effectiveness 





From Mr Denis Richard. 

Sir. Jeffrey Sachs’ Per- 
sonal View "Power onto 
itself’ (December li) on the 
need to reassess the role of 
the International Monetary 
Fund goes beyond the sea- 
sonal Rocky bash - Sachs 
versus the IMF - because it 
raises three important 
dimensions of governance 
for multilateral institutions: 
accountability, information 
and transparency. 

At its simplest, account- 
ability means holding public 
officials responsible for their 
actions. Economic objectives 
of public accountability 
include congruence between 
public policy and actual 
information, and the effi- 
cient allocation and use of 
resources. This not only 
requires systems of financial 
accountability , but also the 
capacity and willingness to 
monitor and evaluate the 
overall economic perfor- 
mance of the IMF. 

Adequate and reliable 
information Is a precondi- 
tion for accountability, and 
refers to the availability of 
and access to information 
from public and private 
sources, and transparency of 
decision-making processes- 

The IMF's executive board, 
representing the governors 
of member countries,.is 
deprived of an independent 
evaluation of the work of the 
staff. By comparison, the 
World Bank executive board 
can draw on the output of 
the operations evaluation 
department that answers 
directly questions from the 
board. Occasional evalua- 
tions of IMF operations have 
been carried out in the past 
but always by the staff itself. 

By definition, this casts 
doubts on the validity of 
such wash as it invariably 
concludes that with the 
exception of a few misplaced 
commas and sentences, all is 
fine in the IMF universe. An 
example of this is the evalu- 
ation, of the Mexican, crisis. . 
It was conducted by a retired 
senior staff member, pro- 
duced some recommenda- 
tions of strengthening of sur- 
veillance. the utility of 
which can now be assessed 
in the light of the Asian cri- 
ses. and shifted the blame on 
to another retired senior 
staff member! 

The IMF created in mid- 
1996 an embryo of an evalua- 


tion department, but unfor- 
tunately it responds directly 
to management and not to 
the IMF board and none of 
its findings has so far been 
mado available to the board' 
or the public. An indepen- 
dent evaluation capability is 
a necessary step. But it 
would not be sufficient to 
ensure better governance for 
the IMF as the process of 
feeding hack, the lessons 
learnt Is another treacherous 
task for the board. 

Strengthening the gover- 
nance of the IMF (account- 
ability, information and 
transparency) is long over- 
due, as Mr Sachs has clearly 
pointed oat using the Kor- 
ean case. The shareholders 
and the board of the IMF 
should give themselves the 
pvmns to assess the work of 
an international organisa- 
tion with so much power. 

Denis Richard, 
chief economist and partner,' 
XU metodi. analis) e valnta- 
zione economiche. 

Via CorneHo Celso, II, 

00161 Rome, Italy 

Prom Professor Jeffrey 
D. Sachs. 

Sir, I welcome the invita- 
tion of Shailsndra Anjaria, 
the IMF external director, to 
readers to examine the IMF 
web site to see what the IMF 
has actually said and known 
about the Asian financial 
crisis (Letters, December 17). 
The rest erf Mr Anjaria's let- 
ter, however, is disingenu- 
ous. The fund gave no hint 
of worry about an east Asian 
financial crisis until the out- 
break of the crisis itself. As 
recently as the IMF’s World 
Economic Outlook of Octo- 
ber 1997, the IMF forecasts 
Korean growth in 1998 at 6 
per cent {Table A2, P.14B). 
Who is kidding whom about 
early warnings? 

The simple feet is that nei- 
ther the fund, nor most oth- 
ers, had even an friMfog of 
the maelstrom that was 
about to bit, and that is the 
main reason that Asia has 
been hit by a financial panic 
that vastly exaggerates the 
fundamental ills of the Asian 
economies. 

The IMF has not stopped 
the panic, and arguably has 
added to it, both by its rheto- 
ric (which underplays the 
role of panic and overplays 
the weaknesses in Asia) and 


by its dracomanmacroeco- 
nomic policy conditions. " 
Since the time the IMF has 
signed each Asian bailout 
programme, the respective. - 
Asian currencies have con-' ' 
tinned to plummet 

I am delighted to read 
from Mr Anjaria's letter that 
the Korea , letter of intent has 
been made public in the past 
few days. This is apparently 
still not the case with Indon- 
esia, Thailand and the Phi- 
lippines. It remains IMF pol- 
icy to keep these crucial .. . 
documents secret unless the 
borrowing country chooses - 
to make them public (a rela- 
tively rare event). 

Dozens and dozens of pro- 
grammes still operate under 
a veil of secrecy. Moreover, _ 
the IMF has never declassif- 
ied these documents, even 
after decades. The secrecy of 
the documents, and much 
important surrounding 
materials, makes it impossi- 
ble to sustain broad public 
and professional scrutiny of 
IMF operations. IMF press 
releases don’t suffice. In 
short, the IMF gets away " 
with serious mistakes of 
judgment that never come to 
light In the IMF’s public 
pronouncements, any pro- 
gramme shortcoming is inev- 
itably the fault of the bor- . 
rowing country. 

It will be interesting and 
important to see if the IMF 
can change its ways. I am 
placing a standing order 
with Mr Ary aria’s office for 
all published IMF letters of 
intent, and for supporting 
documents. Moreover, I am 
requesting all letters of 
intent that have been made 
public in the past five years 
(alas, very few, but let us 
see!). 

I hope that other inter- 
ested observers wiU. also 
push the IMF for public dis- 
closure of relevant docu- 
ments. It Is long past time to 
shed light on the actions of 
this sometimes very valu- 
able, but occasionally harm- 
ful, institution that acts 
in the name of the global 
public. 

Jeffrey D. Sadis, 
director. 

Harvard Institute for Inter- 
national Development, 

One Eliot Street, 

Cambridge, 

Massachusetts 02138, 

US 


Hong Kong: investment bankers are feeling the pain of Asia's economic crisis 


PICtuw; Sntl Miray 


Glint in Asia’s darkness 

Pain for some could mean opportunity for others, writes Peter Montagnon 

Y ou can just about Asia has long been one of but also among industrial shows that borrowers can the Zurich Group, its new 
sec your reflection the few regions where com- companies. In Korea. Procter find investors willing to buy shareholder. Peregrine is set- 
in the highly pol- mercial banks have held and Camble. the US consum- their paper if they are pre- ting up a venture capital 
ished walnut tables their own against the tide of er-products group, has pared to concede a large pre- fund aiming to raise SSOOm. 


Wider cost Conditions for EU entry 

of bungling I From Mr John G Gamut nificant changes are needi 


Y ou can Just about 
sec your reflection 
in the highly pol- 
ished walnut tables 
of Hang Kang’s investment 
bauking boardrooms. But 
though the surface lustre 
remains, the brows that peer 
back arc furrowed. 

Asia's investment bankers 
are feeling the pain of the 
regtou’s economic crisis. 
Scarcely a week goes by 
without mure bad news. Per- 
egrine investments Hold- 
ings, for example, is shed- 
ding 275 staff: Deutsche 
Morgan Grenfell Is cutting 
back in Korea, Thailand and 
Indonesia; and layoffs have 
also been announced by 
Indosuez WJL Carr. 

But if the collapse in 
equity trading has wrought 
havoc with revenues and 
staffing levels, some bankers 
arc in demand. Merger and 
acquisition specialists are 
being snapped up as the 
regional Investment banking 
community adjusts to a dif- 
ferent era. 

Many believe the Asian 
economic crisis could trans- 
form an industry that has 
hitherto lagged behind the 
rest of the world in sophisti- 
cation. “The landscape is 
changing for ever," says 
Richard Margolls, head of 
equity research at Morrill 
Lynch (Asia). 

With the economic crisis 
has come a realisation that 
the old way Asian compa- 
nies did business cannot 
continue. Tycoons can no 
longer buy and sell each oth- 
er's companies over bottles 
of premium whisky at night- 
long games of mahjong. Nor 
can they rely on a bank 
overdraft as their basic 
source of debt finance. 
Instead, they need invest- 
ment bankers to bring in 
outside capital and profes- 
sional advice to cleanse their 
balance sheets and restruc- 
ture debts. 


Asia has long been one of 
the few regions where com- 
mercial banks have held 
their own against the tide of 
securitisation. This may be 
about to change os compa- 
nies are forced to focus on 
financial techniques to help 
manage their liquidity and 
hedge exposures. 

So, for the large US invest- 
ment banks in particular. 
Asia's economic crisis pres- 
ents a new opportunity. Hav- 
ing acquired a commanding 
presence in Europe over the 
past decade, some now dis- 
cern an opportunity far a 
concerted push on Asia. It 
may not be all that much. 
Few believe that extra reve- 
nues from corporate finance 
will replace those lost from 
equity trading and new issue 
business in the short term. 
But it is something. 

Executives at leading 
international houses 
acknowledge that Asian rev- 
enues next year will be flat 
or down on those of 1997 - 
which were boosted anyway 
in the first half by an 

extraordinary run of lucra- 
tive new issue business from 
China. Over time, however, 
they expect their mix of prof- 
its to change as new activi- 
ties develop. 

The focus is on two main 
areas: mergers and acquisi- 
tions. and debt refinancing. 

Mergers and acquisitions 
have hitherto been taboo in 
Asia where most company 
presidents would run a mile 
rather than consider even a 
semi-hostile bid. Now invest- 
ment bankers say there is 
money to be made bringing 
together multinational cor- 
porations looking for cheap 
Asian assets and debt-laden 
Asian companies anxious to 
raise cash by divesting 
unwanted activities. 

This Is happening not only 
in the finan cial sector, 
where the Zurich Group has 
bought a stake in Peregrine. 


but also among industrial 
companies, in Korea. Procter 
and Camble. the US consum- 
er-prod ucts group, has 
bought Ssangyong Paper 
while Robert Bosch, a Ger- 
man industrial company, has 
bought control of its joint 
venture with the troubled 
Kia motor group. Nutricia 
International, the Dutch 
food group, is planning a 
friendly bid for Indonesia's 
largest baby food producer. 
And Thai Petrochemical is 
looking to sell its cement 
plants as it struggles to meet 
debts. 

I nterest In mergers and 
acquisition business 
had started to grow 
before the crisis hit, 
says V. Shankar, head of 
Asian investment banking at 
Bank of America. This 
reflects a generational 
change at large companies 
controlled by overseas Chi- 
nese families. As their 
founders grow older, a 
younger generation, trained 
in US business schools, is 
taking over. 

And with Lhe supply of 
credit drying up because of 
the crisis. Asian corporate 
treasurers are having to pay 
even closer attention to 
liquidity, profitability and 
balance sheet management. 
Hence the interest in trading 
assets, says Mr Shankar. 

Separately, many indus- 
trial companies face a need 
for debt refinancing that will 
convert short term floating 
rate debt Into longer term 
fixed-rate debt 
David Hudson. Asia-Pacific 
head of corporate finance at 
ING Barings, reckons Hong 
Kong investment bankers 
are working on about 50 
mandates from Asian gov- 
ernments and companies for 
U5 domestic debt issues. A 
recent $750m <£455m) issue 
from the Indonesian Pindg 
Deli paper manufacturer 


shows that borrowers can 
find investors willing to buy 
their paper if they are pre- 
pared to concede a large pre- 
mium over US treasury 
issues. 

Most bankers believe that 
when buyers return to Asian 
markets, they will bead first 
to the bond market and only 
later resume their purchases 
of equities. For some compa- 
nies the issue of convertible 
bonds may form an impor- 
tant way of rebuilding confi- 
dence. Korean officials say 
they expect large companies 
to use this instrument as a 
means of gently bringing 
down their gearing. 

But who, among the finan- 
cial houses, will benefit from 
these two broad trends? The 
large international invest- 
ment banks with their broad 
range of services, client con- 
tacts and di stribut ions skills, 
reckon they are naturally 
well-placed to benefit 

There will almost certainly 
be lucrative opportunities 
for specialised niche institu- 
tions as well, they say. and 
most agree that middle-rank- 
ing houses will be squeezed, 
especially those that rely on 
commodity-type business, 
such as institutional equity 
trading. Some multination- 
als may prefer to seek out 
local advisers with a detailed 
knowledge and a worm's eye 
view of the market. 

Connections still matter in 
Asia, and those that can find 
the local investment oppor- 
tunities stand to do good 
business. Alexander Ada- 
movitch, a Peregrine direc- 
tor, points out it was his 
company, not a US invest- 
ment banking giant that 
managed to Introduce Dan- 
one, the French food com- 
pany, to China where it has 
established a joint venture 
with a local company. 

Mr Adamovitch believes 
the scope for such deals will 
Increase. With the help of 


the Zurich Group, its new 
shareholder. Peregrine is set- 
ting up a venture capital 
fund aiming to raise SSOOm. 
“We’ve never had a manage- 
ment buy-out in Asia," he 
says “This will happen.” 

There mil also be moves 
to take listed companies 
with good cash flows and 
low share prices private, 
using the sort of techniques 
developed by KKR in the US, 
says Barings' Mr Hudson. 

How quickly these 
changes come about is 
another matter. Some sus- 
pect that there may be an 
element of whistling in the 
dark about the optimism. 
Even where there has been a 
generational change, the 
founding fathers are still 
pulling the strings, says Rob- 
ert Sassoon, head of research 
at SocGgen-Crosby. 

Evidence of resistance to 
change in Asia's financial 
markets comes from the 
development of domestic 
currency bond business. 
This has expanded only 
slowly in spite of a euphoric 
World Bank report two years 
ago promising a tripling of 
outstanding issues in the 
next decade. 

Yet, even if the develop- 
ment is slower than the 
most ambitious investment 
bankers would like, the eco- 
nomic crisis may force the 
pace of innovation. Much 
depends on whether regional 
governments maintain the 
pace of financial market lib- 
eralisation. or even acceler- 
ate it as South Korea has 
promised to do under its 
International Monetary 
Fund rescue programme. 

If governments swallow 
their IMF medicine, there 
could be a renaissance in 
Asian investment b anking 
The chance to sell new prod- 
ucts in new markets would 
mean that, for some, there is 
a silver lining to Asia's 
cloud. 


From Mr Alan DWarstone. 

Sir. The three-month post- 
ponement of the January 1 
1998 deadline cm enforce- 
ment of the European Com- 
mission decision to ban spec- 
ified risk material (brain, 
spinal cord, etc) as well as 
materials not certified as 
SRM-free includes, as your 
report “UK threatens to halt 
beef imports from EU” 
(December IS), noted, “life 
saving drugs" and “tallow in 
cosmetics”. However, few 
consumers (or newspaper 
reporters) realise that many 
everyday products will be 
affected - toilet/household 
soap, many laundry, house- 
hold and body cl eansing 
products, candles, fabric 
softeners, gelatine foods and 
getetme-encapsulated prod- 
ucts, to name but a few. 

Already the cost of “certi- 
fied" raw materials, such as 

tallow, is climbing and they 
are less available. While the 
three-month delay is wel- 
comed. you can expect Euro- 
pean consumers to pay, 
directly or indirectly, for this 
Brussels bureaucratic bun- 
gling. Who knows, somebody 
may find yon can get CJD 
from your leather shoes, or 
sofa. Has anyone done a risk 


From Mr John G Cgttos. 

Sir. Edward Mortimer 
rightly argues (“Pyrrhic vic- 
tory", December 17) that 
Turkey both can and should 
eventually be a full member 
of the European Union. It 
would certainly be unaccept- 
able to consider Turkey inel- 
igible for religious reasons. 

However, the claim that 
Cyprus’ accession to the EU 
would Create a barrier 
between Turkey and the rest 
of Europe is erroneous. 
Cyprus’ entry would institu- 
tionalise Turkish as an offi- 
cial language of the EU and 
allow Turkish Cypriots to 
play their part within its 
institutions. This can only 
-strengthen the bonds 
be twee n the EU and Turkey. 

Furthermore, it is clear 
that if Turkey's application 
is to be taken seriously, sig- 


nificant changes are needed 
within Turkey. These 
include acceptance that, 
international disputes 
should be settled by peaceful 
means, a significant effort to 
solve the Cyprus problem, 
improvement of human 
rights within Turkey and r e- 
th inkl ng the military's rote. 

Those who argue for Tor- - 
key’s entry into the EU with- 
out emphasising the need for 
these changes are in the end 
doing Turkey a disservice, 
luffing it into a false sense of 
security. The tough line 
taken by the EU an the 
for these changes in Turkey 
now increases the likelihood 
of Turkey’s eventual entry 
into the EU. 

John C. Carras, 

20 Rue Jacob, 

Paris 75005. France 



Bottled up demand for car 


Alan Dlllars tone, 

40 Alle de la Frainense, 
TOff 84 130, Belgium 


From Mr Peter Davies. 

Sir, Your article about the 
Chrysler CCV car (“The ear 
they make from plastic hot- 
ties'*. December 13-141 - and 
in particular the remark that 
“the thought of a sophisti- 
cated westerns' buying one 
as a town car is risible” - 
deserves comment 

Plastics (bottles and bags) 
are one of the banes of our 
civilisation: whales die from 
ingesting plastic bags, and 
the countryside and seas are 


disfigured and damaged fry 
plastics. Any consumer 
device that re-uses these - 

plastics must therefore be 
good for the ecology of the 
planet 

I feel sure that there are . 
many people like me who - "• 
are looking for just this sort 
of car. Go atwafl Chrysler — 
produce it I would be one of 
your buyers. 

Peter Davies, 

A1 Khoban, Saudi Arabia 


Too soon to suggest that gold is a ‘goner’ 

CUn U. T..7S u.l. . . O 


From Mr Julian Nokes. 

Sir, It will Indeed be inter- 
esting to see if Kenneth 
Gooding and so many 
"experts" (including “the 
new breed of central 
banker”) are right to say 
that “gold is a goner” 
(“Death of Gold”, December 
13-14). We shall see. 

Gold has been in a bear 
market since January i960 
but although Mr Gooding 
does not say so explicitly, 
there is evidence that gold 
has been a prized store of 


value for as long as the last 
5,000 years. Eighteen years 
oat of 5fioo is bate blip on 
the lifetime chart Relatively 
speaking, this is a short-term 
view. It will take Ear longer 
than 18 years cm the side- 
lines for gold to become a 
“goner" as an investment 

Mr Gooding also dttes Yale 

professor Robert Triffln’s 
quotation but fails to con- 
sider why the Irrational 
behaviour he describes con- 
tinues, erven to tins day. 

H Is perhaps not surpris- 


ing that so many people 
seem to Ignore the evidence., 
of history while there are so 
ffteny more exciting games 
intown. 

However, these premature 
forecasts of the demise of . 
gold as an invesrtmsot 
should ensure, I suspect a ' 
healthy two-way market in, 
the yellow metal for at least 
the next 5,000 years: 

Julian Nokes, 

176 Campden ffid Rood, 
**»«onW8 7AS- - 
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Enter another 
Mr Kim 


After the dismal, performance of 
Kim Young-sam as South Kor- 
ean president over the past five 
years, it is time for a transfor- 
mation in the country’s politics. 
But Kim Dae-jung. who is to be 
installed as president in Febru- 
ary following his victory in yes- 
terday’s election, has yet to 
prove that he has the qualifica- 
ticsis required to modernise his 
country’s flawed democracy. 

The challenges he faces are 
formidable, and meeting them is 
made all the harder by the nar- 
rowness of his victory. The 
most pressing task is to imple- 
ment wide-ranging economic 
reforms so as to secure a return 
to sustainable growth in the 
medium term. 

But there are three other, 
equally important t»«ks if the 
new president is to efface the 
legacy of corrupt and incompe- 
tent administration bequeathed 
by his predecessor. 

He must restore to the office 
of the presidency - which is 
highly powerful under Korea’s 
constitution - the reputation 
for dean, decisive and able gov- 
ernment, which it now sadly 
lacks. He must make politics 
more inclusive, by persuading 
unions to cooperate in eco- 
nomic reform rather than pro- 
voking violent confrontation. 
Last but not least, he must seek 
a more conciliatory relationship 
with North Korea. The strident 
trvp pc of the outgoing president 
added to regional tension. 

To these tasks D-J. as be is 
almost universally known, 
brings a reputation for limited 
understanding of economics, 
sympathy with organised 
labour, and a politician’s charm 
that Lee Hoi-chang, his main 
opponent in the election, lacks. 
Though he has a long pedigree 


as a dissident. D-J also 
embodies the authoritarian 
Instincts of most Korean presi- 
dents. His support among 
unionists, small businessmen 
and farmers mafcpg him instinc- 
tively resist economic reform. 

For Korea’s establishment the 
defeat of the ruling party is a 
bitter blow. Mr Kim could 
indeed help break the perni- 
cious alliance between govern- 
ment and big business that has 
helped to create the present eco- 
nomic crisis. That would help 
improve the quality of govern 
ment But he win find plenty of 
vested interests standing in his 
way. He could be forced to 
undertake some unpleasant 
purges in the country's 
entrenched bureaucracy, and 
little is known of the quality of 
those who will come to influ- 
ence in their place. 

The task of engineering a 
more conciliatory line to North 
Korea thus looks easier than 
the other challenges whose 
impart is mainly economic. It is 
hard, for example, to imagine 
D-J under taking the reform of 
Korea’s restrictive labour laws. 
Yet the honeymoon period of a 
president who enjoys a degree 
of trust among or ganised labour 
may be the best opportunity for 
such a change. 

The real secret of success will 
be to proceed immediately and 
decisively cm economic restruct- 
uring »nd take the pain during 
the first year or two of his five- 
year mandate. That way he will 
win vital support from the Inter- 
national community. If he dith- 
ers. D-J wffl take his country 
further down the path to eco- 
nomic cnUflpBp- if he has the 
courage to act quickly, he could 
end up revered by his compatri- 
ots as tiie saviour of the nation. 


Sam’s travels 


America’s most admired retailer 
has landed in Europe. Should 
local competitors be worried? 

Wal-Mart’s purchase of the 
Wertkauf chain of 21 hypermar- 
kets is a sign of the renewed 
interest, among big store 
r-hnina, in international expan- 
sion. It is a tradition that goes 
back to Woolworth and JC Pen- 
ney. but has been marked as 
often by failure as by success. 

Recent moves have continued 
this patchy record. McDonald’s 
has been consistently success- 
fill; Kentucky Fried Chicken has 
needed, several relaunches. 
Marks and Spencer has done 
well in France, poorly in Can- 
ada. Ikea has triumphantly 
exported Swedish style; Tengel- 
mnnn has stru gg led with A&P. 
Tesco quickly pulled out of its 
French acquisition. 

To succeed at cross-border 
retailing, you need a strong 
brand at home, a sales proposi- 


tion so powerful it will survive 
in the very different retailing 
environment overseas. Then 
you must have the confidence to 
wiato small 1 adjustments to thp 
formula to meet local tastes - 
while preserving the fundamen- 
tal proposition. 

Thus, McDonald’s sells beer 
and wine in its French stores, 
and Ikea sells Americans beds 
in US sizes. But both are recog 
nisably the same stares abroad 
as at home. 

Wal-Mart achieves this, too. 
Its Latin American ventures are 
growing rapidly, putting pres- 
sure on local rivals. In Europe, 
where there are strong retailers 
already, it faces a staffer chal- 
lenge. But its ambitions are 
boundless.. Sam Walton, Wal- 
Mart’s founder, once said “well 
lower the cost of living for 
everyone, not Just in America". 
European store chains may yet 
have cause to rue those wards. 


Military liberals 


■evident Bill Clinton’s attempt 
rebuild America’s fast-fraying 
itional consensus through a 
jsoltory “conversation on 
ice 1 ' has so far done more to 
pose problems than to solve 
em. But there is one thing an 
hich most people agree: the 
my has something to teach 
vilian America about racial 
tegration. 

Although it was seething with 
ejudice 20 years ago, the army 
is become one of the few US 
stitutions where African- 
merican achievement is 
questioned. Nine per cent of 
3 generals are now black, and 
i one suggests that standards 
Lve been compromised. 
Significantly, the army avoids 
metafiles and quotas, but 
Orms the principle that the 
dal mix of Boldiers appointed 
any rank should broadly 
Sect the pool of people in the 
nk below who are eligible. If 
Is pattern is broken, the 
spouse is to boost skills, not 
per standards. 

This experience offers both 
mfort and lessons. Those on 
e right can point to the 
ray's insistence that merit 
ed not be sacrificed; but they 
ve to admit that “skfll-boostr 
j" requires money and pollti- 
1 will. Liberals applaud the 
my’s conclusion that the- 
elusion of- any racial group 
>m the Higher ranks is unae- 
ptable and dangerous. But 
ey must acknowledge that 
omoting those who are mani- 
itly unqualified can embitter 
Dse who are excluded, 
ft is this factor -* the resent- 
mt of those who consider 
gmselves victims of affirms- 
■e action - that is threatening 
create a new chasm in Ameri- 
u public life. -This anger 


fueled the referendum in Calif- 
ornia, and the court case in 
Texas, which have virtually out- 
lawed racial preference in 
admissions to universities. 

In practice, of course, the 
civilian world possesses neither 
the resources nor the top-down 
command structures needed to 
reproduce the military’s 
achievement precisely. But the 
army's record drives home one 
important reality. Whenever an 
institution - be it an army pla- 
toon or a business corporation - 
senses that its survival depends 
on developing practical and 
accepted solutions to racial 
issues, it does just that 

Unfortunately, politicians 
seem not to feel any such 
urgency. Much petty bickering 
is in store over Mr Clinton's 
nomination of Bill Lann Lee, an 
Asian- American lawyer who 
supports affirmative action, as 
civil rights chief. This squabbl- 
ing will simply accelerate the 

breakdown of consensus. 

Yet the building blocks 
needed to reconstruct a broadly 
based racial policy do exist. 
Very few politicians regard the 
creeping resegregation of the 
university system as acceptable; 
yet not many view crude dis- 
crimination, in defiance of pub- 
lic opinion and Supreme Court 
rulings, as the answer either. 

The public, while increasingly 
hostile towards racial prefer- 
ence, stm favours giving a help- 
ing hand to the economically 
advantaged. Those are the 
parameters within which a new 
approach to race can be worked 
put. But the poor quality of 
recent debate on Capitol HOI 
inspires little confidence. Politi- 
cians should concentrate as 
hard on this issue as the gener- 
als have. 



Return of the downsizers 


Corporate America is experiencing another wave of job cuts. 
Richard Waters says this is only part of the story 


I n Rochester, New York, 
mass firings have become 
a familiar event over the 
past decade as Eastman 
Kodak, one of the big man- 
ufacturing companies based 
there, has drawn in its horns. 

Elsewhere in the Kodak world, 
though, things used to look 
rather different Like many US 
multinationals, the company has 
poured a large part of its invest- 
ment into building new markets 
for its products around the world, 
increasing revenues from abr o ad 
to the point where they now 
account for mare than half of the 
total and largely insulating- work- 
ers elsewhere from the down- 
sizings in the US. 

Not any more. One of the most 
famous American brand name 
companies yesterday sharpened 
its axe for what adds up to its 
first sweeping Job cuts abroad: 
nearly one in four workers will 
fell victim to the company's lat- 
est attack on costs. 

Kodak is not alone. With the 
economic contraction in east 
Asia following a period of rapid 
expansion overseas, the search is 
on among multinationals for 
ways to run their international 
networks mare efficiently. 

This is one message to emerge 
from a new round of corporate 
restructurings tbat has swept 
corporate America in recent 
weeks. Not since the beginning of 
1996, when AT&T triggered a 
public outcry and a political 


haricinati against downsizing with 
its plan to slash 40,000 jobs, has 
the subject assumed such promi- 
nence. 

And while many of the forces 
that produced previous waves of 
downsizing remain the same, 
there are other factors at work 
suggesting both tbat American 
companies are facing a new 
squeeze cm profits - and, perhaps 
paradoxically, that the availabil- 
ity and cost of new workers in 
the US after the long economic 
expansion are becoming sources 
of concern. 

This week has witnessed the 
two biggest retrenchment plans 
of the year so far. Kodak has said 
it will shed 16.600 workers Qt had 
earitor said it expected 10,000 jobs 
to go); Boeing win cut 12,000 jobs 
next year, or one in 10 of the 
workers In its booming commer- 
cial aircraft division. These devel- 
opments, and a batch of other big 
job losses this autumn from the 
likes of Citicorp, Levi Strauss 
and Whirlpool, amount to a fresh 
outburst of downsizing after a 
period of relative calm. 

Does this mean the US is 
engaged in a frenzy of job-cut- 
ting? Hardly. It is important to 
keep the r ecent cuts in context: 
by this s ummer , job eliminations 
had dropped to their lowest level 
of the 1990s, according to the 
American Management Associa- 
tion. Even after the recent flurry 
of announcements, the number of 
jobs lost through corporate 


restructurings is running around 
15 per cent below 1996, says Chal- 
lenger Gray & Christmas, an 
employment consulting firm in 
Chicago that tracks public 
»nn ftim w»mi»nts. The number of 
jobs lost in the peak year for 
downsizings of 1993 was a third 
higher. 

Nevertheless, the new outbreak 
of job cuts has created some con- 
cerns about the outlook for next 
year. Coinciding with signs that 
the 1990s boom in corporate prof- 
its may be drawing to a dose, it 
has rekindled worries about job 
insecurity - even at a time when 
the US unemployment rate has 
fallen below 5 per cent. 

To be sure, the effect of many 
of the new corporate retrench- 
ments win be felt far from home. 
In the past two weeks, both 
Philip Moms and RJR Nabisco 
have said they will cut around 
2£00 jobs, with foreign workers 
taking the brunt of the losses. 
T.ilrp many other US multination- 
als, Philip Morris has tried to 
stitch together an international 
business for its Kraft Foods unit 
by buying operations piecemeal 
in other countries. The next step 
wiU involve melding the 
operations into a mare efficient 
global network, reducing over- 
heads and concentrating produc- 
tion in efficient locations. 

The same effort has been under 
way at "Whirlpool - a company 
that has had to cut back on its 
ambitious globalisation plan this 


autumn after disappointing 
results from its ventures over- 
seas. And Kodak provides a close 
parallel. The many small photo- 
finishing businesses it has 
bought outside the US have foiled 
to generate adequate returns, 
says Michael Ellxnan, an analyst 
at Schroder Wertheim in New 
York. Squeezing out costs by try- 
ing to consolidate networks in 
different countries is now the 
order of the day. he adds. 

This week's other mass down- 
sizing, from Boeing, carries a 
very different message. While 
some other big companies have 
been shrinking, the Seattle-based 
aircraft maker has been hiring in 
large numbers to meet a boom in 
commercial aircraft orders, 
adding more than 30,000 jobs in 
the past two years. Many of these 
people, though, will now be laid 
off as Boeing seeks to boost effi- 
ciency. 

They simply hired people who 
don’t have the skills to do the 
job," says John Challenger of 
Challenger Gray & Christmas. 
Like other US companies, he 
adds, Boeing has found it impos- 
sible to recruit or train the 
people it needs at a time when 
demand for skilled workers has 
created nationwide shortages. 

While individual announce- 
ments such as Boeing’s catch the 
headlines, it is worth noting that 
the forces behind the sudden cor- 
porate firings are similar to those 
at work in previous rounds of 


downsizing. With little power to 
raise prices - particularly after 
the devaluations across Asia 
have reduced US Import prices - 
American companies are turning 
to cost-cutting as the best way to 
maintain the double-digit profits 
growth that has characterised 
the 1990s. 

Job cuts among well-known 
companies have further encour- 
aged the process of outsourcing, 
which means employment is 
shifting even more from big com- 
panies to specialised suppliers. 
Among this week's announce- 
ments was one from Polaroid, 
which said it would cut 1.500 jobs 
- the same number it shed two 
years ago. After a foiled attempt 
to become a vertically integrated 
company, making its own photo- 
graphic papers and chemicals, 
the maker of instan t came ras has 
joined the fashionable outsourc- 
ing trend - one of the reasons 
why, according to the American 
Management Association, compa- 
nies with between 100 and 500 
employees have become the big- 
gest job creators. 

It would be wrong, though, to 
write off the big company. These 
may have been the biggest firers, 
but they also remain the biggest 
hirers. Far every Kodak there is a 
Wal-Mart, the hugely successful 
discount retailer: now America's 
biggest private-sector employer, 
Wal-Mart says it added 41,000 
jobs in the US last year, lifting 
the total to 670,000. 


Middle-sized groups are still expanding - for now, say Peter Marsh and Nikki Tait 


Lean and hungry 


T he “heartland" compa- 
nies of America are a 
little behind their big 
brethren - and catching 
up. While US multinationals 
such as Eastman Kodak cut jobs 
in their thousands, many 
medium-sized groups are still 
jobs and capacity, includ- 
ing abroad. They are making hay 
while the sun shines - and may 
soon face the same sorts of pres- 
sures that have caused the giants 
to downsize. 

In spite of the crisis in Asia 
and sluggish growth in Europe, 
many US engineering companies 
say they are only now reaping 
the rewards of organisational 
changes of the past five years. 
Over this period, much of the 
US’s engineering industry has 
pushed up sales, expanded inter- 


nationally and gained market 
share in niche sectors from 
Industrial valves to lift trucks. 

Stephen Hardis, chairman of 
Eaton, a $7bn-a-ye ar m aker of 
vehicle parts and control equip- 
ment, hopes to boost annual 
sales to ffLObn by 2000 through a 
combinati on of acquisitions and 
organic growth. His company 
has increased sales from less 
than S4bn in 1994. 

With nearly 80 per cent of its 
sales in the US, Baton intends to 
expand abroad. Shrugging off 
the recent tnnnoD in Asia, Mr 
Hardis says: "We’d Bke a bigger 
part of the Korean or Japanese 
economy. If attractive acquisi- 


tions came up in these countries, 
we’d boy them.” 

Also upbeat is Bill Keyes, 
chairman of Johnson Controls, 
one of the world’s two biggest 
makers erf seating and other inte- 
rior parts for cars. Its annual 
S7bn sales have grown from zero 
in 1984 when it latched on to the 
big carmakers* requirement for 
outsourced supplies, one reason 
for the latest round of job cuts 
among big companies. Mr Keyes 
lu^es to add a further 11 seat 
plants in the next year world- 
wide to the 133 Johnson already 
operates, mainly as “satellites" 
to car assembly factories. 

Even larger companies are 


planning to grow by foreign 
acquisition. At Case, one of the 
world’s big four tractor makers 
and a large suplier of construc- 
tion equipment, . Jean-Pierre 
Rosso, the chairman, says gloom 
in the US about the European 
business climate. is overdone. 
Case has prospered, he says, 
through “cherrypicking" - buy- 
ing six medium-sized companies 
in Austria, the UK and Germany 
over the past two years. “When I 
look at Europe I see some prom- 
ising companies which can add 
to our product line." 

But not an medium-sized com- 
panies are so confident. Many 
say 1998 will be a much tougher 


yean the best they will be able to 
do is hold their businesses 
steady. A recent Bank of Amer- 
ica survey of more than 600 exec- 
utives at medium-sized compa- 
nies in the mid-west found that 
57 per cent did not plan any sig- 
nificant capital investment in 
the first half of 1998, np from 47 
per cent six months earlier. 
About two-thirds thought their 
labour workforce requirements 
would be unchanged in six 
months. 

“These may be the early signs 
of an economic pullback," says 
Marcus Achesou, head of Bank of 
America's commercial banking 
division. “Capital spending has 
been instrumental in increasing 
productivity ... If capital spend- 
ing slows, an economic down- 
turn may not be far behind.” 


S E R V E R • 


The Yanks ■ 
are back . 

■ Haw time flies. It seems like ; 
only yesterday that Credit 
Suisse was buffing out its ; 
wayward US investment bank 
First Boston after it lent too . 
much to the wrong sort of people 
in the mergers; and acquisition ; - 
boom of the late 1980s. 

" Credit Suisse took charge erf , 
the Wan Street firm and has. : 
beentryaigtobuildCredit...' 
Suisse First Boston into a 
European-owned investment . . 

hank tO match thft likBS Of 
Merrill Lynch, Goldman Sachs 
and Morgan Stanley. But for ail . . 
its razzmatazz and. huge capital 
base, CSFB has been gently 
slipping down the league tables, 
beset by rivalries between . . . 
London and New York and - 
. squabbles about pay. 

Now that Hans-UMch Poerig, 
CSFB’S ohnlrmfln and dlief 
executive, has been kicked 
UpStaiZS to be Vice Chairman of 
the Credit Suisse Group, the 
Americans are firmly hack in 
charge. Doerig was the last 
Swiss an the executive board, 
which also includes Germany’s 
Oswald Gbfibel and Britain’s 
Stephen Hester - both based in 
London - and five Americans. 

ADen Wheat, 49, who founded 
the group’s powerful derivatives 
business, gets to be chairman 
and chief executive responsible 


far. meeting Credit Suisse’s ■ 
unimpressive target of a 15 per 
■ cent return on equity: It’s half - 
what CSFB earned fa the early 
1990s, foitporiiaps the Swiss 
1 reckon that if they arerrt too . 
greed y they won’t need to -rescue 

CSFB fa the next bear market 


Fudged Ndet : 

■-Are Japan’s leaders gluttons 
fOrpuniffimentf For the past, 
few weeks, bureaucrats and 
bankers have been going short 
of sleep and leisure time, toiling 
through the night, weekends and 
public holidays to c ontai n the 

tmfiiliHng financial fai*mnR. 

- - Sqma^ hineaucrats are dearly 
feeling the strain. The finance. . 

Tniivlgtr y offiria Hn - 

income tax fell asleep yesterday 
at a press briefing on the tax - 

cots, ft was hardly sur prising : be 
hurt been slaving away M,||u||| i 
the dock on fife ruling liberal 
Democrat party’s first lot of 

budget proposals when 

Wednesday's tax U-turn hit 
Now the government has - 
decided to hold the crucial 
cabinet debate on the tax outs on 
Christmas Day. Japan has a 
history of taking tough decisions 
at Christmas: the Tokyo markets 
are open, but most others are 
dosed, so the impact of any 
news is muted. 

The c ountry doesn't o fficia l ly 
celebrate Christmas, but many 
Japanese join in the festive 


spirit And Japanese market 
watchers in the rest of the world 
might find tt hard to concentrate 
on their Christinas lunches, 
especially if the government 
does decide to change its plans. 

At least Daiwa and Nikko 
, Securities can take it easy at 
Yuletide: their trading bans - - 
pnni«Tmigp± for aTlagart flla gMl 
■payments to racketeers - start 
an Christmas Day. 


Question time 

■ Nairobi-based journalists got 
a shock when they read in 
Kanu’s sHck election manifesto 
that Kenya's ruling parly has 
“respected andpresa-ved the 
freedom of .the- press at all 

costs”: Sceptics , were invited to 
watch President Daniel arap Mbi 
an television on Wednesday 
night fiddtog.uncenscffsd 
questions from local journalists 

- unprecedented for this most 
reluctant of interviewees. 

Surprise, surprise, the 
pre-recorded session, which had 
been heavily advertised on the . . 
country’s irmfo commercial 
station, was pulled at the last 
moment This may be a new era ■ 
fa Kenyan poptics. but let’s not 
get carried away. 


Poleaxed 


■ Poland’s way of handling its 
accession talks with the 


European Union may not please 
everyone. There had been some 
talk of ftyszard Czarnecki, 

: minister responsible for EU 
affairs, being bypassed, but few 
were expecting a new top-level 
co mmi ttee to handle the 
negotiations. 

Not that the new structure 
clarifies much. Itffi be headed by 
Prime Minister Jerzy Buzek, but 
Jacek Saryusz Wolski, Poland’s 
prickly top expert an -the inner 
workings of the EU, is tipped for 
the post of committee secretary 
and de facto chief negotiator. 

Not only is it not clear who’s 
in charge, but Wolski, who 
helped to diaft Poland's EU - 

associati on ag wumniiil fa ilw 

early 1990s, has a refutation for 
stubbornness fa Brussels. 
Eurocrats will be queueing up to 
dealwith Hungary, Slovenia, 
Estonia and the Czech Republic. 


Prime placing 

■ Slightly worrying noises from 
Rio de Janeiro, which is 
planning a foreign bond issue- to 
follow a successful one last year, 
fa 1998, the tdty says, it intends 
to sell $50m of bonds to 
European retail investors. 

According to Rio's tourist 
office: “A city view will be 
printed on these debentures, 
because European investors like 
to frame them and hang them on 
the walL" Yes. but usually only 
alter they’ve defaulted- 



50 years ago 

Indian Dollar Needs 
India ’s acute difficulties in 
finding sufficient American 
dollars for her needs, and the 
undue speed with which the 
country's dollar reserves woe 
being consumed, were 
referred to by Mr. CJL 
Bhabha. the Indian Minister 
for Commerce, at a Press 
conference in London 
yesterday. Mr. Bhabha said 
that the Indian Government 
was expecting a delegation 
from Great Britain to arrive 
in Delhi fa the near future to 
negotiate a new agreement on 

s torting haTanros 

Dutch Ships For Argentina 
Amsterdam, 18th Dec. Under 
. a five-year pact with 
Argentina Ho lland will build 
80 vessels for the Republic - 
three passenger vessels and 
three tankers in the first year. 
In exchange Holland wiU 
receive, inter alia, 12,000 tons 
of leather. 50,000 tons iff grain, 
35JM0 tons of fiax and linseed 
cake and 5,000 tons of wooL 

Australian Bank Act 
Sydney. 18th Dec. Pressing for 
an eariy High Court hearing 
of challenges to the validity of 
the Australian Government's 
Banks Nationalisation Act, 
Government Counsel declared 
In the High Court to-day: “ft 
may become necessary to use 
the Ad because of 
disturbances in world 
economic conditions." 
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Kim wins slim election 
victory in South Korea 


By John Burton In Seoul 

Kim Dae-Jung last night won a 
narrow victory in South 
Korea’s presidential election in 
the first peaceful transfer of 
power to the cenlxe-left in the 
nation's 50-year history. 

With ballot-counting almost 
completed, Mr Kim had 40.4 
per cent against 3&6 per cent 
for Lee Hoi-chang, the govern- 
ment candidate, a difference of 
fewer than 450,000 votes oat of 
28m cast 

Mr Kim. 74, who was making 
his fourth bid for the presi- 
dency since 1971, benefited 
from public anger against the 
government for the nation’s 
economic crisis, inp.imn« g its 
request for a $57bn ball-out 
fr om the International Mone- 
tary Fund. 

The opposition, leader critic- 
ised the tough IMF conditions, 
although he has promised to 
support the programme In 
principle. 

The US yesterday underlined 
that Korea should press ahead 
with the IMF programme. 
Mike McCurry, the White 
House spokesman, said: “It’s 


been fairly clear that the 
Republic of Korea would like a 
Jump-start on some of the. aid 
that it has available, but it 
<deaziy is in our best interest, 
and we believe in their best 
interest, for them to move for- 
ward on the IMF package as 
quickly as possible. " 

Mr Kim’s election Is likely to 
rattle Korea's financial mar- 
kets and foreign investors 
because of doubts about his 
commitment to implement the 
IMF package. 

He is distrusted by business 
and conservative voters for his 
social democratic views in 
a country where anti- 
communism remains the guid- 
ing ideology because of South 
Korea's confrontation with 
Stalinist North Korea. 

Mr Kim’s wijw an 

e xtraordinar y career as a cam- 
paigner for democracy, includ- 
ing nearly being WRed twice 
by Korea's former military rul- 
ers in the 1970s and 1980s. 

Mr Kim's slim electoral man- 
date, although gtnrilar In 
to the victories in the two pre- 
vious elections, could make It 
difficult to heal regional divi- 


sions in South Korea. Mr i^fm 
swept the western half of the 
nation, includin g his political 
base in the underdeveloped 
south-west ChoUa region. Mr 
Lee performed best In the gov- 
ernment stronghold In the 
nation’s eastern half. 

Although the government 
would normally be guaranteed 
victory because of the majority 
centre-right vote, it was 
defeated by a split in its ranks 
between Mr Lee and Rhee 
In-je, an Independent candi- 
date, who received nearly 20 
per cent of the vote. 

Mr Kim win not be inaugu- 
rated far his single five-year 
term until February 25, which 
leaves Korea in Umbo for the 
next two months during eco- 
nomic uncertainty pp d politi- 
cal weakness because of the 
unpopularity of Kim Young- 
sam, the current president. 

Although the president has 
vowed to work closely with his 
successor, the transfer of 
power is likely to be marked 
by squabbling since the two 
men are bitter political rivals. 
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Japan’s trade surplus with 
US shows increase of 28% 


By Paid Abrahams and 
Gillian Tett In Tokyo 

Japan’s trade surplus with the 
US, a cause of trade friction 
between the two countries, 
showed a year-on-year rise of 
28 per cent last month to 
Y483bn ($3.8bn). Meanwhile, 
exports to Asia fell by L9 per 
cent as d eman d was squeezed 
by the regional economic cri- 
sis. 

The poor state of the Japa- 
nese economy was underlined 
by an unexpected 4J2 per cent 
fell in imports last month com- 
pared with a year earlier - the 
first fell for three years. 

The Economic Planning 
Agency said sluggish domestic 
demand had pushed down 
growth by about L2 per cent 
this year. It forecast industrial 
production growth would fell 
from 2.6 per cent this year to 
Just L8 per cent next year. 

The slowdown in export 
growth has forced the govern- 
ment to slash its gross domes- 


The US monthly trade deficit 
in goods and services shrank 
by nearly 18 per cent in Octo- 
ber from ULllm to *9.7bn, as 
US exports rose by 2.4 per cent 
despite lost markets In Asia. 

The unexpected jump in 
exports included large gains 
in car parts and capital equip- 
ment Imports, which rose by 
0.1 per cent, included a $400m 
increase for oiL 

The growth of exports this 
year is outpacing import 
growth. Report, Page 7 

tic product growth forecast for 
the current fiscal year from L9 
per cent to only 0-1 per cent 
The g overnment predicts the 
economy will expand only 1.9 
per cent in the year siding 
March 1999. 

Overall export growth was 
sluggish, rising only 6.4 per 
cent last month, the first sin- 
gle-digit Increase since Decem- 
ber 1996. Exports to the US 
rose 9.4 per cent and to the 


European Union 13.9 per cent 
But exports to Thailand fell 
aa 2 per cent and to Malaysia 
45 per cent 

“The decrease in imports 
reflects sluggish domestic 
demand, while slower export 
growth Indicates that Japan 
can no longer depend an for- 
eign demand to stimulate the 
economy,” warned Mineko 
Sasaki-Smith, chief economist 
at Credit Suisse First Boston 
in Tokyo. 

The ruling Liberal Demo- 
cratic party yesterday formally 
adopted its third economic 
package in as many months. It 
included a one-off Y2,ooobn 
income tax cut and help for 
small and medium-sized busi- 
nesses. The package will be 
submitted to the Japanese par- 
liament In January. 

The markets were unim- 
pressed. The Nikkei 225 aver- 
age fell 2J2S per cent to 16462 
yesterday. 


US trade deficit, Page 7 


El Nino brings drought and drains canal 


Continued from Page 1 

The limit is likely to apply 
until July, while farther 
restrictions are not ruled out 
About 8 per cent of vessels 
using the canal last year 
exceeded the 39ft limit “Six 
indies equates to about 1,000 
tonnes of cargo. It affects buy- 
ers and sellers and there is 
less freight paid to the ship- 
ping line. Everyone is a loser," 
said Mr Newall. 


El Nlfio - the periodic 
appearance of warmer water 
in the eastern P a cific, which 
affects weather patterns - has 
caused some of the driest 
months ever recanted in the 
canal watershed. Levels in the 
lakes that supply the canal are 
well below normal and are 
expected to drop further until 
May. Freight carriers could 
see revenues affected. 

Horst Nowak, operations 
director at German ship own- 


ers Ego! Oldendorff, said: 
"There is a lot of competition 
In the market and rides are 
already on the low side.” 

Worst hit will be bulk carri- 
ers of Panamax size - the 
maximum for the canal - 
which carry grain, soya and 
fertiliser from the US Gulf to 
Asia. Grain shipments 
accounted for 42m tonnes of 
the 196m tonnes of cargo pass- 
ing through the canal last 
jw. 


Russia may 
halt sale of 
missiles to 
Greek 
Cypriots 

By Lionel Barber In Brussels, 
John Barham In Ankara and 
Bruce Clark tn Washington 

Russia has signalled that it is 
ready to halt the sale of S-300 
anti-aircraft missiles to the 
Greek Cypriot government in 
return for financial compensa- 
tion, It was being said within 
Nato yesterday. 

Yevgeny Primakov, Russian 
foreign minister, passed the 
message during a visit to Nato 
headquarters in Brussels this 
week, it was said. 

The Russian move offered a 
gihnmw of hope in tiie grow- 


ing crisis over Cyprus between 
Turkey and the European 
Union. The EU angered Tur- 
key last weekend by setting a 
date for accession negotiations 
with Cyprus, while swwhhfag 
Ankara’s application for mem- 
bership. 

Meant Yllmaz, Turkish 
prime minister, threatened an 
Wednesday to withdraw Tur- 
key's membership hid, but 
other government officials, 
suggested yesterday this was 
unlikely. 

There is no decision on 
this,”' Sabah, the pro-govern- 
ment newspaper, quoted 
Bfilent Ecevit, deputy prime 
minister, as saying. “We did 
not speak about this with Yll- 
maz. We will become a mem- 
ber of the European Union. " 

In a sign that Turkey 
intends to strengthen its eco- 
nomic relationship with the 
US following the EU snob, Mr 
Yllmaz said he would today 
sign an agreement at a cere- 
mony to be witnessed by A1 
Gore, the US vice-president, to 
buy 49 Boeing 787 aircraft 
THY, the Turkish airline, has 
valued the deal at $850m. 

Turkey has threatened to 
Integrate more closely with 
Turkish-occupied northern 
C ypruB If the EU launches the 
tflltoi next April with the inter- 
nationally recognised Greek 
Cypriot government It has 
also vowed to knock out the 
Russian n r tesflA# , due for deliv- 
ery in the spring. 

The US and other Nato mem- 
bers were watching tensions 
over Cyprus with alarm 
because they threatened a 
regional military confrontation 
between Greece and Turkey, 
two long-standing Nato meat- 
bets. 

This is one of our biggest 
worries In 1998," said a Nate 
diplomat "We are dealing with 
s omething which is unpredict- 
able." 

The Russian government’s 
motive for selling the 
surface-to-air missiles to the 
Greek Cypriot government 
appeared to be financial rather 
than an attempt to sow discard 
within Nato, according to 
officials familiar with the 

Hm7 


Washington set to offer a rare 
welcome to Turkey, Page 2 
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Europe today 

Scandinavia end the Baffle states 
will have anew, turning to rain later 
in the couth. Eastern Europe vdH 
start froaty with fog patches. There 
win be snow later, which wTO turn to 
rain In the evening aa It gets milder. 
Central Europe wHI be wet with 
some heavy rein. Rain win spread 
across Italy towards Greece later. 
The eastern Mediterranean will 
become mostly dry and sunny with 
thunderstorms gradually dying sway. 
Western Europe will become drier 
and brighter, but a few showers are 
possible, The toertan penhmSa wfll 
have some heavy showers with 
thunderstorms in the south. 

Five-day forecast 

Scandinavia wffl become colder with 
sub-zero temperatures but enow wffl 
move away. Rate wU turn to snow 
across eastam Europe as the 
temperature plummets but it will 
become dry next week. Western 
Europe wW stay mild but there will 
be further periods of rain. The 
Mediterranean wffl see some heavy 
rain with scattered thunderstorms. 

TotMY’iiWDU’nmn 
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THE LEX COLUMN 

Double damage 


Embarrassing safety problems with 
first the A-Class and now the Smart 
car show Daimler-Benz’s ambitions 
have outstripped its capabilities. 
Underlying the two costly failures 
is a rash response by its car busi- 
ness, Mercedes-Benz, to the sharp 
downturn in the German market in 
1993. That recession - compounded 
by Japanese competition - forced 
German car manufacturers to 
embark on a period of hectic inno- 
vation. Some - such as VW with its 
new Audi models, or Porsche with 
its Boxster - succe ed ed. Mercedes, 
cm the other hand, could now write 
the textbook on how not to intro- 
duce new products. 

Whereas the trend in the rest of 
the industry has been to reduce the 
number of platforms on which mod- 
els are produced, the Smart and 
A-CSass created new ones. Further- 
more, to introduce a product as 
risky as the Smart - an inelegant 
»n«i inexpensive urban runabout — 
in a location with no history of car 
assembly was bold enough. But to 
attempt such a feat with a new 
workforce and a revolutionary inte- 
gration of suppliers in the process 
was reckless. That the result is a 
six-month, delay to the car's launch 
should not really be a surprise 

While the cost of the delay - in 
lost sales, marketing expenses, capi- 
tal costs and supplier penalties - 
may look trivial to such an indus- 
trial behemoth, the damage to Mer- 
cedes' image as a luxury carmaker 
may be longer lasting. 

Dresdner Bank 

Dresdner Rank shareholders must 
be praying that the merry-go-round 
at the top has finally stopped. Hans- 
georg Hofmann yesterday became 
the third senior official in recent 
months to succumb to a tax scan- 
dal while at least three other top 
bankers have left, or departed early. 
If that were not enough to put the 
wind up investors, a large invest- 
ment banking acquisition in the US 
has also been widely trailed. 
Despite this , the bank still trades 
on a heady multiple of 22 times next 
year’s earnings, notwithstanding a 
measly return on equity of around 
11 per cent 

Thu of course has little to do 
with Dresdner and everything to do 
with expected consolidation in Ger- 
man banking. With heavy cost-cut- 
ting frowned on in Germany, the 
best hope is for the sort of tax- 
driven. asset swap that allowed the 
two Bavarian banks, Hypo-Bank 
and Verelnsbank, to merge. The 


FTSE Eurotop 300 index 
984.8 (+0.9) 


Share price relative 

to the Elax Index 
120 ■ ■ ■ ■ ---- 



Dresdner cross-holdings with Alli- 
anz and Munich Re provide the bar- 
gaining chips, with Commerzbank 
the logical target. 

This would be the dream ticket 
In the ™ 17 time , sha reholder s are 
left wondering whether investment 
banking is where the bank should 
be expanding. If there is a silver 
lining , it hes in the promotion of 
the youthful Gerd Hflnaler to run 
investment banking. The cosmopoli- 
tan former Bundesbank golden boy 
can only benefit a bank whose 
external relations have hitherto 
been woeful He may finally provide 
the impetus that allows Dresdner to 
emerge from the shadow of big 
brother Deutsche Bank. 

Wal-Mart 

Wal-Mart could hardly have cho- 
sen a worse day to go shopping in 
Europe. Its acquisition of Wertkauf, 
a private German hypermarket 
chain, was overshadowed by yester- 
day's profits warning from Metro, 
Europe's largest retailer and second 
in size only to Wal-Mart itself. 

The Wertkauf purchase si gnals a 
shift in the US group's international 
strategy. Admittedly, Wal-Mart is 
only dipping a toe into the water 
Wertkauf s $L4bn of sales equates 
to barely 1 per cent of its annual 
turnover. But the US retailer’s over- 
seas expansion had previously been 
confined to Canada, Mexico and 
developing countries Uke Brazil and 
China. In most of those markets. 
Wal-Mart has a competitive advan- 
tage, as the only retailer with the 
resources to invest in distribution 
and information technology and to 
offer a wide range of products at a 
consistent quality. Even so, the 
group’s international division, has 


only turned profitable this year. 
Tackling Europe's sophisticated and 
highly competitive retail Industry, 
will be a very different c ha llenge. 
Corporate history is littered with 
retailers whose foreign adventures' 
turned into disasters. 

So why risk attacking Europe 
now? One possibility is that Wal- 
Mart sees a big ahake-up coming in 
European retailing - as, by the by, 
does Metro - and wants to play its 
part More likely, with the group 
approaching saturation, point in the 
US, where It accounts for over 48 
per cent of discount stare sales, it is 
incr easing l y being forced to seek 
growth abroad. 

Asda 

You have to hand, it to Asda. 
They have done it their way, and 
they have succeeded handsomely. 
Faddish industry trends like loyalty 
C 9i ds. expanding into financial ser- 
vices and internet shopping have 
been avoided. Instead, a powerful 
winning formula has been devel- 
oped. Open large stores and pull in 
the shoppers with a compelling, 
low-price food offer. Sell them 
attractive non-food items, like a 
branded clothing range, and up 
goes the gross margin. This can 
then be reinvested in food, and the 
process starts again. 

Asda's ability to continue deliver^ 
ing superior growth this way 
should not be doubted. But as 
Archie Norman, Asda chairman, - 
polnts out, food retailing success 
can be a fleeting thing. And the risk 
to Asda is that when its domestic 
growth formula matures, it will be 
left without a long-term strategy. It 
is not for ncthing-that Tesco and 
JSainsbury have been contemplat- 
ing distant pastures. 

The mooted merger with Safeway 
might not have addressed this 
point, but £200m (8330m) annual 
cost savings are not to be sniffed at 
dearly Safeway needs it more right 
now. And the relative under- 
perfarmance of Safeway shares in 
recent mnntha represents a strong 
market signal Moreover, Mr Nor- 
man Is entitled to point out that 
Asda is doing quite well enough, 
alone. But if shareholders are to be 
denied the rich pickings of a 
merger, at the least they are enti- 
tled to a healthy share buy-back. 
Net debt of £ 2l 2m, set against a 
market capitalisation of over £5bu, 
is hardly an efficient balance sheet 

See additional Lex comment on UK 
capital gains tax. Page 20 
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INSIDE 


ING pulls out of 
Thai bank deal 

Thailand's attempts to attract foreign capital to 
shore up its hanking sector have suffered a blow 
with the news that ING Bank of the Nether- 
lands has decided against taking a 10 per cent 
stake in Slam City Bank, Page 19 

Grain demand dented by Asian fall-oirt 

The most recent round of Asian turmoil has cast 
a shadow ova* grain markets: the wheat futures 
price hit a five-month low on the Chicago Board 
of Trade last week and com futures ailed too. 
Sentiment was dented by news that Korea had 
asked the US Department of Agriculture for 
$L6bn in credit guarantees to help purchase 
com, wheat soyabeans and cotton. Page 28 

Cendant m er g e r underestimated 

In spite' of the promise of strong synergies, the 
tie-up of HFS and CUC. the consumer services 
groups, sparked little interest when aimnunw^ 
in May. However, Cendant, the merged unit, has 
a market capitalisation of over $20bn and is the 
first direct marketing company to own exclusive 
rights to the brands it promotes. Page 18 

Asda hits top spot in UK food sector 

Asda was established as the UK’s fastest grow- 
ing food retailer by sales figures that fuelled a 
19 per cent rise in interim profits. Page 22 

China petrochemicals sector sees tie-up 

The remote city of Lanzhou, in the north-west of 
China, has plans for a huge merger - Lanzh ou 
Refinery is being pushed into linking with Lan- 
zhou Chemical, a petrochemical giant However, 
concern is growing over the practicalities of, 
marrying ageing state industries. Page 19 
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Wal-Mart enters Europe 


By Richard Tomkins 
in New York 

Wal-Mart Stores, the world's 
biggest retailer, yesterday 
established a beachhead for an 
attack on the European retail 
market by announcing an 
agreement to buy Germany's 
Wertkauf hypermarket nhain 
for an undisclosed sum. 

The deal is likely to send a 
shockwave through the Euro- 
pean retail industry because it 
represents the entry of the 
world’s most powerful retailer 
into a market already suffering 
from competition. 

European retailer’s difficul- 
ties were highlighted yester- 
day when Germany's Metro 
group, the world’s second- 
biggest retailer, warned that 
profits would slide because of 
a "dramatic deterioration” of 


World’s most powerful retailer buys 
German hypermarket chain Wertkauf 


Christmas sales in Germany. 

Metro also announced that it 
had finalised a deal to buy the 
European cash-and-carry 
operations of Makro, the Dutch 
retail group, for DM4.Sbn 
($2.7bn). But it said it had also 
tried to buy Wertkauf only to 
be outbid by Wal-Mart. 

Wertkauf - "Value Buy" in 
English - is a private company 
owned by Germany's Mann 
family. It has 21 hypermarkets 
selling general merchandise 
and food in a one-stop shop- 
ping format similar to the one 
developed by Wal-Mart at its 
Supercenters in the US. It has 


annual sales of about $1.4bn. 

Bob Martin, chief executive 
of Wal-Mart’s international 
division, said it had been 
looking to enter Europe - and 
specifically Germany, the con- 
tinent’s largest retail market - 
for some time. 

“Wertkauf matched the cri- 
teria necessary for the success- 
ful introduction of the Wal- 
Mart concept into the German 
market,” Mr Martin said. 

Wal-Mart is regarded as one 
of the most successful compa- 
nies in the US, having grown 
from the opening of the first 
Wal-Mart store in 1962 to sales 


of Si 05 bn last year - nearly 
three times the sales of the 
next biggest US retailer, the 
long-established Sears Roe- 
buck department store group. 

As of October 31, Wal-Mart 
had 1.904 out-of-town discount 
stores in the US and 436 stores 
in the Supercenter format, sell- ' 
ing groceries as well as gen- 
eral merchandise. It also had a 
chain of 444 membership ware- 
houses called Sam’s Clubs. 

Wal-Mart started expanding 
outside the US only six years 
ago, but is already the biggest 
retailer in Mexico, where it has 
396 stores, and Canada, where 


it has 144. It also operates 
eight stores in Argentina, and 
through joint venture or fran- 
chise agreements, it has a fur- 
ther eight in Brazil, three in 
China and two in Indonesia. 

In the first nine months of 
this year. Wal-Mart 's interna- 
tional division reported operat- 
ing profits of $85m compared 
with operating losses of 24 lm 
the year previously. 

Mr Martin made it clear that 
Wal-Mart saw the Wertkaur 
deal as just the beginning of 
the company's in-roads into 
Europe. While h was prema- 
ture to discuss any plans for 
further expansion, he said. 
Wal-Mart had grown after 
entering other markets. 


Lex, Page 16 
Editorial Comment, Page IS 
Metro sees shake-out. Page 20 
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Venezuela 
sells steel 
plant to 
Amazonia 
consortium 

By Raymond Cofitt in Caracas 

Venezuela yesterday sold the 
last big publicly owned steel 
plant in t jtin America — to a 
consortium of Mexican. Argen- 
tine, Brazilian »nrt Venezuelan 
investors. 

Consorrio Sideruxgia Ama- 
zonia, led by Mexico's Hylsa 
mex, paid $l.2bn for a 70 per 
cent stake in steel company 
Sidor. well above the $665m 
minimum price set by tbe Ven- 
ezuelan authorities. The auc- 
tion in Caracas was closely 
contested. 

Hylsamex owns a 30 per cent 
stake of the Amazonia consor- 
tium, which also includes 
Tamsa of Mexico (17.5 per 
cent). Argentina's Siderar (17-5 
pa- cent) and Techlnt (5 per 
cent), Venezuela's Sivensa (20 
per cent) and Brazil’s Usimi 
nas (10 per cent). Techint will 
undertake the day-to-day oper- 
ation of Sidor. 

The consortium outbid Ispat, 
the international steel group, 
and a consortium led by Bra- 
zil's Companhia Siderurgica 
NacionaL A 20 per cent stake 
will be offered to Sidor employ- 
ees, and the remaining 10 per 
cent will be offered to domestic 
retail investors. 

Alberto Verzne, head of 
Latin American operations at 
Salomon Smith Barney, which 
advised the Venezuelan gov- 
ernment, said: “Tbe amount 
was the highest premium paid 
ever for a strategic asset in 
T-atm America." Salomon val- 
ued the company at 10 times 
its cashflow. Paulo Roca. 
vice-president of Siderar and 
president of Tamsa, said: “We 
will begin working immedi- 
ately to develop the potential 
that Sidor has in an of its pro- 
duction lines.” 

The new owners have agreed 
to a one-year freeze on sacking 
workers. They have also said 
they will invest a minimum of 
*374m to modernise the plant 
and to undertake environmen- 
tal clean-up and control- Tbe 
consortium will also assume 
$584m of debt that Sidor has 
with official and international 
bank creditors. 

Deonido Garza, president of 
Hylsamex, said the consortium 
"hopes to substantially 
increase production levels in 
coming years”. Sidor has a 
production capacity of 3.6m 
tonnes a year and. as one of 
the region’s largest steel pro- 
ducers, is considered an attrac- 
tive export base for both North 
and South America. Sidor's 
production accounts for 15 per 
cent of South America’s steel 
production. 

The sale, agreed after two 
years’ negotiations between 
the government and labour 
and congressional opposition, 
could lead to further privatisa- 
tions. especially in heavy 
industry. "Today we sold steel, 
and in the near future well 
sell the aluminium compa- 
nies,” said Alberto Poletto, 
head of FIV, the government 
privatisation agency. 

CVG’s 800, 009-tonne alumin- 
ium complex, the world's 
sixth-largest, is due to be sold 
in tbe first quarter of next 
year. Eleven of the world’s 
leading aluminium producers 
are expected to bid aggres- 
sively. 

Following the successful 
opening of the oil industry 
over the past year, foreign 
investors are increasingly 
looking at Venezuela’s compar- 
ative advantage in metal pro- 
duction. 


Two top privatised groups suffer 
sharp share markdowns in Tokyo 

Finance tightening hits Japan Tobacco and JR East 


By Bethan Hutton in Tokyo 

Shares in two of Japan’s 
largest privatised companies 
fell sharply yesterday as a 
result of government efforts to 
improve public finances. 

Japan Tobacco, the former 
monopoly, fell almost 11 per 
cent on the Tokyo stock 
exchange after the ruling Lib- 
eral Democratic party said on 
Tuesday it planned to impose 
an extra tax of YIL82 per ciga- 
rette from October. The shares 
dropped Y99.000 to Y810.000 
($6^00) after a smaller fall on 
Wednesday. 

Meanwhile, East Japan Rail- 
way (JR East), the largest of 
Japan’s privatised regional 
railways, saw its shares fall 
4.5 per cent after a govern- 
ment panel said it would press 
ahead with plans to force the 
privatised railway companies 
to help shoulder remaining 
debts of the former national 
railway. JR East dropped 
Y27.000 to Y567.000. 

The government has suf- 
fered from the falls because it 
owns large stakes in both 
companies. 

When Japan National Rail- 
way, the heavily indebted 
state-owned company, was 
split up and privatised 10 
years ago, Y14,500hn of its lia- 
bilities were passed an to the 
seven new private companies. 
The remaining Y22,7O0bn was 
transferred to the newly cre- 



ated JNR Settlement Corpora- 
tion, which was meant to pay 
off the debts by disposing of 
property and shares in the 
seven companies. 

Instead, the debt has risen 
to nearly Y28,000bn. Accord- 
ing to legislation from the 
time of privatisation, JNRSC 


is to be wound up this year, 
and remaining debts become 
the responsibility of the state, 
but the government is desper- 
ate to reduce the burden on 
the public purse. 

The planned tobacco tax 
increase Is intended to raise 
Y260bn next year, most of 


which will be used to pay 
down JNRSC’s debts. The gov- 
ernment has also been press- 
ing the privatised railways to 
help out 

Because of strong resistance 
from the JR companies, partic- 
ularly JR East and tbe other 
two listed companies, the gov- 
ernment has not insisted they 
take on another substantial 
chunk of the JNRSC debt 

It now wants them to make 
extra contributions to a short- 
fall in pension funds for for- 
mer JNR employees. The lat- 
est sum mentioned is Y360bn 
over 20 years from the seven 
JR companies combined, much 
smaller than originally feared. 

JR East has warned that 
International investors will 
not accept a change of roles 10 
years after privatisation, and 
has threatened to sue tbe gov- 
ernment if it carries out its 
plans. 

Hie government still owns 
L5m shares in JR East - more 
than a third - which it had 
been planning to sen to help 
reduce JNRSC’s debts. It also 
owns two-thirds of Japan 
Tobacco, further tranches of 
which are also dne to be 
floated. 

The government's apparent 
willingness to make privatised 
companies share its fiscal pain 
could also threaten unrelated 
future privatisations. 

World stocks. Page 38 


VNU set to 
pay $2.1bn 
for ITT 
World 
Directories 


By Gordon Crumb in 
Amsterdam and Richard 
Tomkins in New York 

VNU, the Dutch publishing 
group, is to pay $2.1 bn for ITT 
World Directories, publisher of 
alphabetical and yellow pages 
telephone books io markets 
ranging from the Benelux 
countries to Japan. 

It said last night it would 
acquire the company debt-free 
from Starwood Lodging, a US 
hotel management company 
and property investment trust. 
Starwood in October made a 
$10.2bn friendly bid for ITT, 
making clear it would sell non- 
core assets of the hotel and 
casino company. 

The VNU deal, which is con- 
ditional on the sale to Star- 
wood going through, is to be 
financed mainly through bank 
borrowings. 

It continues a spate of activ- 
ity in Dutch publishing follow- 
ing the merger agreed in Octo- 
ber between Wellers Kluwer 
and the Anglo- Dutch Reed 
Elsevier. There had been some 
expectations that VNU would 
bid for the UK consumer mag- 
azines division put up for sale 
later that month by Reed 
Elsevier, but the World Direc- 
tories deal would appear to 
make this less likely. 

World Directories, with more 
than 2,300 staff and sales 
equivalent to nearly F11.09bn 
($5.5bn), made operating prof- 
its last year of FI 357m. Its pub- 
lications in six languages have 
a circulation of 34m. 

VNU said it would expand to 
other countries and extract 
further revenue from the 
500.000-strong advertiser base 
through interactive services. 

VNU said the deal would 
"significantly enhance" 
growth In namings per share. 
It predicted a rise of more than 
30 per cent in 1998 before good- 
will is written off. 

Alastair S nielli e, media ana , 
lyst with ABN Amro Hoare 
Govett in London, said: “This 
is a big business with some 
fairly powerful positions in 
markets in which VNU is 
involved." 

Tax savings from amortising 
a large amount of goodwill 
were likely to make the ulti- 
mate cost less expensive than 
the purchase price implied. 

VNU expects to complete the 
deal by February. ITT’s and 
Starwood's shareholders are 
due to meet on January 26. 


Ka Wah shelves 
plans to buy into 
Jar dine Fleming 


By Louise I u c a a in Hong Kong 

Ka Wah Bank, the Hong Kong 
financial arm of China's flag- 
ship investment vehicle Citic, 
has shelved plans to boy Into a 
part of Jardine Fleming, the 
Hong Kong-based investment 
hanir blaming recent turmoil 
in the financial markets. 

Yesterday tbe two groups 
said it was inappropriate to 
complete tbe transaction, 
which would be put on bold 
unto both parties felt it was 
suitable to resume talks. In the 
m eantim e, Jardine Fleming 
Bank, the unit concerned, is 
exploring alternative capital- 
raising opportunities. 

Hong Kong’s banking sector 
has been bit by high funding 
costs in the second half of the 
year, after speculators 
launched attacks on the Hang 
Kong dollar. These were 
rebuffed, but at a cost of rising 
Interbank Interest rates - the 
rate at which banks borrow 
from each other. 

As increases in prime lend- 
ing rates did not keep pace, 
banks’ margins were squeezed. 
However, this Is the first Hong 
Kong banking deal to come 
unstuck over tbe turmoil. 

The deal, announced in Sep- 
tember, was aimed at boosting 
Jardine Fleming Bank’s capital 
as well as creating a platform 
for China expansion and a 
broader alliance between Jar- 
dine Fleming and Citic. 

China partnerships have 
become increasingly important 
in corporate Hong Kong, and 
Citic already partners Swire 
Pacific, a British-controlled 
conglomerate. In a n umb er of 
ventures. 

Far Jardine Fleming, which 
is owned jointly by Robert 


Fleming of the UK and Jardine 
Matheson. one of Hong Kong’s 
founding trading conglomer- 
ates, the mooted China part- 
nership was seen as particu- 
larly important given its 
historically poor relations with 
the mainland. 

jardine Matheson fell foul of 
Beijing over its support for 
democracy reforms in Hong 
Kong and has long been cast 
in a bad light because of its 
role in Britain’s seizure of tbe 
colony. Recently, however, 
relations have been improving 
and Jardine Fleming is one of 
the more active foreign players 
in broking in China. 

In March. Lu Ping, former 
head of the Hong Kong and 
Macao Affairs Office, said Jar- 
dine Matheson must be given 
equal treatment on the main- 
land. Jardine Fleming has 
been winning an increased 
amo unt of business, including 
tbe underwriting of mainland 
equity issues. 

Analysts reckon the unrav- 
elling will also hurt Ka Wah. 
“Basically Ka Wah is looking 
at buying people and expertise, 
and that's quite a difficult 
thing to come across." said 
Steven Thompson, chief ana- 
lyst at Nikko Research Centre 
in Hong Kong. 

Jardine Fleming Bank will 
focus on boasting its capital 
base through either internal or 
external deals. The bank is 
aiming to double its capital so 
that H will be able to make 
bigger loans. 

James Bruce, chairman of 
the bank, said there was stiff a 
possibility talks with Ka Wah 
could be restarted but a deal 
could no longer be relied on 
and other solutions had to be 
explored. 
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AMERICAS NEWS DIGEST 


Aetna shares hit 
by resignation 

Shares of Aetna, the US insurance group, fell nearly 10 
per cent after the chief financial officer of Aetna’s US 
Healthcare unit resigned, leading some analysts to believe 
Aetna Is in a worse financial condition than Wall Street 
had believed. The stock fell $7% to $71% in early trading 
on the New York Stock Exchange. 

The move took Wall Street by surprise. SBC Warburg 
and Donaldson Lufkin & Jenrette downgraded the group, 
while other firms shaved profit forecasts. The resignation 
also followed disappointing third-quarter results, analysts 
said. 

In a conference call with analysts, Aetna said some 
fourth-quarter operating expenses would be about $10m- 
$15m higher. The higher costs were due to greater expen- 
diture on customer service, on the company’s Medicare 
management and on its information systems, analysts 
said. Aetna also also expected higher indemnity costs in 
the fourth quarter, which some analysts said could 
develop into a negative trend for 1998. Reuters, New York 

■ FINANCIAL INFORMATION 


D&B outlines debt position 

Dun & Bradstreet said yesterday its debt at the time It 
plans to spin off its Reuben H. Donnelley unit as a sepa- 
rate company would stand between $750m and $80Qm. 

D&B, which provides «ri»nciai and credit information, 
told analysts that it would be left with $300m-S3S0m in 
debt after allocating $450m cd it to Donnelley, which mar- 
kets telephone yellow pages. Strong and predictable cash 
flow would allow Donnelley to shoulder the extra debt as 
well as grow and pay a dividend, said Volney Taylor, D&B 
fhntrmnn and ehtef executive. 

Dun & Bradstreet Carp will be left with Moody's Inves- 
tors Service and Dun & Bradstreet, also called the D&B 
operating company. The split is expected to take place 
tw» summer. Frank Sowinsky, wnawiWai officer, said 
Dun & Bradstreet would continue to pay its current ann- 
ualised dividend of 88 cents a share in 1998. 

AP-DJ. New York 

m SEMICONDUCTORS 


Asia fears hit SpeedFam 

Shares in SpeedFam International, which makes complex 
equipment far the manufacture of semiconductors, fell as 
much as 14 per cent yesterday as concerns about Asian 
economies overshadowed its second-quarter results. The 
stock was down $1% at $23% in fate-morning. Earlier, the 
shares had touched a low of $21%. 

The company said it earned 49 cents a share in its sec- 
ond quarter, in line with analysts’ expectations. However, 
investors fear that Asia's economic turmoil will affect the 
entire chip-equipment manufacturing Industry proved 
stronger, and some analysts say the industry may buckle 
amid overproduction, possibly a year or so from now. 

Reuters. New York 

M INVESTMENT BANKING 


Hambrecht chairman to retire 

Hambrecbt & Quist, the investment bank which speci- 
alises in technology stocks and has been the subject of 
takeover speculation, said William Hambrecht, who Co- 
founded the firm with the late George Quist in 1968, 
would retire as chairman on January 1. Mr Hambrecht 
will be succeeded as chairman by Daniel Case, who 
became president and chief executive officer in 1994. 

Reuters, San Francisco 

M INSURANCE UNDERWRITING 


GE Capital to buy ERI assets 

GE Capital Services has agreed to purchase the assets, 
reinsure the in-force policies and assume the renewal 
rights of Industrial Risk Insurers, DU said yesterday. 

The statement from the joint underwriting associat i on, 
or insurance pool, provided no terms for the proposed 
transaction, and officials were not immediately available 
for comment IR1 said its loss prevention engineering 
expertise would be aligned with the financial strength of 
Employers Reinsurance Corp. a reinsurance company 
with assets of more than $25bn owned by GE Capital 

Reuters, Hartford 


COMPANIES AND FINANCE; THE AMERICAS 

Kodak raises redundancies to 



By Richard Waters in New York 

Eastman Kodak, the US photo- 
graphic products company, yester- 
day added 6.600 workers to the 
ranks of those it plans to make 
redundant, lifting to 19,900 the 
number of jobs it has said it will 
COL 

The struggling company also 
said it would take a $l.5bn char ge 
against profits this year to reflect 
the cost of trying to reverse its 
declining fortunes. 

Both announcements reflect an 
intensification of Kodak's efforts to 


make itself more competitive in the 
face of its an aggressive attack by 
its main rival, Fuji, on the US film 
market this year. 

Kodak said last month it expec- 
ted to cot 10,000 jobs and take a 
charge of more than $lbn as part ctf 
a wide-ranging overhaul of 
operations, but yesterday lifted 
those targets to 16,600 jobs and a 
$1.5bn charge. It had previously 
announced two waves of job cuts, 
totalling 3,300, in addition to these 
moves. 

The company also revealed for 
that the brunt of the new round of 


job cuts would be felt outside the 
US. where some 45 per cent of. its 
100,500 workers are based. About 
m00 jobs will go from its interna- 
tional network, or nearly one in 
four of the total. 

“In the past, perhaps, there’s 
been more of a focus on the US,” 
the company said yesterday of ear- 
lier job cuts at the company. 

Kodak’s international operations 
account for more than half of Its 
revenues but only about one-third 
of its operating profits. “Kodak has 
not been particularly successful at 
earning an attractive rate of return 


on [its foreign] assets.” said Mich- 
* ael EUman, an analyst at Schroder 
Wertheim in New York. He cited 
an efficiency drive as an obvious 
way forward. 

Kodak's latest round of redun- 
dancies amounts to the biggest 
seen from corporate America this 
year, and comes as a growing num- 
ber of US companies are complain- 
ing of the effects of a stronger dol- 
lar and slowing demand in Asia. - 
However, such job cuts remain 
far smaller than those announced 
In 1993, the peak year for corporate 
downsizing, when General Motors 


announced 74,000 cuts and IBM 
said it would reduce its headcount 
by 63,000. 

Kodak continued yesterday to 
blame the redundancies on declin- 
ing competitiveness In the face of a 
stronger dollar, the slow growth in 
demand for its newer digital prod- 
ucts, and the onslaught by FujL 

It denied the increase in the 
number of Job cuts was related to 
fast month’s preliminary decision 
by the World Trade Organisation 
to reject a US trade case that 
Kodak had said was central to its 
competitiveness against Fuji. 



Burnett teams up with BBH 


By Nikki Tait 
In Chicago 

It has been a year of 
surprises from Leo Burnett, 
the large, privately-owned 
advertising agency in Chi- 
cago which gave the world 
the likes of the Pillsbury 
doughboy. 

The latest Is the purchase 
of up to 49 per cent of the 
shares in London’s Bartle 
Bogie Hegarty, far an undis- 
closed sum - a deal which 
marries two very different 
approaches to the advertis- 
ing business. 

The two agencies are 
sharply different in size: 
BEITs hillings are projected 
to be about $3S0m on an ann- 
ualised basis by mid-1998. By 
contrast, Burnett will rack 
up total billings of about 
$5.7bn In 1997. BBH, also pri- 
vately owned, has right part- 
ners and almost 400 employ- 
ees. Burnett employs about 
8,000 worldwide. 

But a bigger difference lies 
in their culture. BBH has a 
reputation for “hot” creative 
work, counting among Its 
clients Levi-Strauss, Polar- 
oid, Coca-Cola and Lego. Its 
cutting-edge campaigns con- 
trast with the more tradi- 
tional style of the much big- 
ger Chicago agency, which 
works with about 34 
blufrchip clients in the US - 
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Reaching for s tar accounts 


including Philip Morris, 
Coca-Cola, Walt Disney and 
Kellogg. 

BBH says it first 
approached Burnett about 
possible collaboration in 
1994, and had been searching 
for “the right partner to help 
us develop internationally”. 

The two agencies have yet 
to decide how to “maximise 
resources” In different 
regions. But BBH will estab- 
lish a media stand-alone 
operation in Asia-Pacific 
next year, which will handle 
Strategic p lannin g for BBH 
clients. Burnett will assume 
buying duties on a market- 
by-market basis. A similar 
arrangement will probably 
operate in the US. Despite 


this, BBH will remain an 
independent force, and nei- 
ther agency will be repre- 
sented on the other’s board. 

For Burnett, the deal caps 
a year of turmoil. This 
autumn the agency - 
founded in 1935 - broke 
itself into a series of “mini- 
agencies” to j introduce a 
more entrepreneurial 
approach and improve “ch- 
eat communication’’. It was 
a decision taken in the wake 
of some high-profile account 
losses - notably the depar- 
ture of much of McDonald’s 
business to DDB Needham. 

The changes have not 
stopped there.. The agency 
also laid off a small number 
of people daring the autumn. 


In early October, it sold 
majority ownership of its 
Chicago headquarters - the 
landmark Leo Burnett build- 
ing. which encompasses 
about 1.1m sq ft of office 
space - to property inves- 
tors. Although Burnett 
remained lead tenant, the 
transaction was designed to 
help fund development of 
the new agency structure, 
Burnett said. 

.Prior to that there had 
been speculation that Bur- 
nett might go public. But the 
agency said the increased 
access to capital would "help 
us remain private and inde- 
pendent”. Flotation is one 
change Burnett has been 
reluctant to make. 


No decision by 
Citicorp on 
AT&T card fee 


By WHGam Lewis 
in New York 

The future of AT&T’s pledge 
to its credit card customers 
not to charge annual fees 
appeared In doubt after con- 
firmation yesterday that 
Citicorp, the international 
hank based in the US, is to 
buy the US telecom group's 
card business. 

Tom Jones, executive 
vice-president at Citicorp, 
said In an interview that 
Citicorp had “not taken a 
position” on whether to con- 
tinue with the no-fee pledge. 

AT&T was the first big 
company in the industry to 
i n troduce the no-fee guaran- 
tee in 1990 and it was a vital 
element in building the busi- 
ness. 

However, Mr Jones added 
that he expected AT&T 
credit card customers to con- 
tinue to “enjoy the same sort 
of benefits they have 
eqfoyed so far”. 

His comments followed the 
announcement by Citicorp 
that it had agreed to pay 
$3.5bn in cash for Universal 
Card Services, AT&Ts credit 


card operation, which has 
about $15bn in receivables 
and 13.6m customer 
accounts, waking it the 10th 
largest US card business. 

Citicorp and AT&T have 
also signed a 10-year 
co-branding and Joint mar- 
keting agreement, financial 
details of which were hot 
disclosed. 

Mr Jones conceded that 
the price Citicorp had agreed 
to pay was, at 3.5 times book 
value and Including a pre- 
mium oT 16 per cent on Uni- 
versal's receivables, a "big 
one”. But he said that the 
price range of recent credit 
card deals had been “enor- 
mous” and that the deal was 
“right in line with our strat- 
egy”. Analysts had been 
expecting AT&T to gain 
about $2bn from the sale 
after Universal’s poor perfor- 
mance in recent years. 

"The takeover of Universal 
reinforces Citicorp's position 
in the US. It will now have a 
total of $61 bn of receivables 
and 3&5m card accounts In 
the US. giving it a 14.7 per 
cent market share based on 
receivables. 


Damages risk for Andersen Consulting 


By Jim Kelly, 

Accotmtancy Correspondent 

Andersen Consulting faces a 
theoretical $9bn claim as the 
price of its ambition to 
become a completely inde- 
pendent firm with no legal 
obligations to Arthur Ander- 
sen, its sister firm, or their 
umbrella group Andersen 
Worldwide. 

Senior executives at 
Arthur Andersen have made 
it dear they have “rights” 
under the so-called Florida 
Accords signed in 1990 and 
are determined to defend 
them if Andersen Consulting 
breaks away. 

It is understood that confi- 
dential contracts binding the 


firms in Andersen World- 
wide stipulate that any firm 
wishing to leave - in certain 
circumstances - should pay 
“presumptive damages” of 
L5 times net revenues. 

Andersen Consulting’s last 
set of revenue figures 
showed gross fee income of 
$6.Lbn. Normally this would 
be dose to the net figure. 

There is also a transfer 
payment arrangement in the 
rules, which has resulted in 
more than a $100m flowing 
from Arthur Andersen to 
Andersen Consulting in the 
last year alone. This could 
also form the basis of a com- 
pensation award. 

Andersen Consulting said 
this week that it had 


Invoked binding arbitration 
against Arthur Andersen 
and was seeking its indepen- 
dence -following . what it 
alleged to be breach of con- 
tract . 

"The ugly face of money 
will come up at some stage,” - 
said Vernon Ellis, European 
managing director of Ander- 
sen Consulting. But be 
described the figure of $9bn 
as “absurd” and said rt was 
arguable whether the con- 
tractual agreement covered 
Andersen Consulting as a 
whole. 

It is clear that Andersen 
Consulting will argue that 
Arthur Andersen's expan- 
sion into consultancy ser- 
vices, and its alleged use of 


the transfer payments to 
build that capability, should 
be taken into account by the 
arbiter, to be appointed by 
the International Chamber 

of Trade. 

Competitors in the Big Six 
sector said they expected 
Andersen Consulting to seek 
a flotation in order to raise 
capital 

However, George Shaheen, 
global head of Andersen 
Consulting, earlier dismissed 
suggestions of a flotation. 
“That is not in our game 
plan,” he said. Andersen 
Consulting hopes the arbiter 
will judge that Arthur 
Andersen and Andersen 
Worldwide have failed to 
honour contractual under- 


takings and that no contrac- 
tual payment, will therefore 
be necessary. 

The impact of the split in 
the Andersen organisation 
could take several months to 
affect the rest of the “Big 
Six” sector, which is in the 
throes of two large mergers 
between four of the firms. 

"Have they all been chas- 
ing the wrong model?” asked 
one senior partner at a 
medium-tier firm. "This may 
make them think they no 
longer need to merge to 
overhaul the Andersen mira- 
cle.” he added. 

However, leaders of the 
Big Six mergers yesterday 
indicated they were pushing 
ahead with their plans. 
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MOULINEX 


ON TRACK FOR RECOVERY 
MOULINEX CONFIRMS ITS PERFORMANCE 


Retwn to pro fit 

Operating profit: 

FRF 73 million versus FRF 9 mfllton loss in 1996/1997 

Profit on orcflnary a c ti v i ti e s before tax: 

FRF 46 mlffion versus FRF 50 million loss in 1996/1997 


At Ks meeting on 17 December 1997, the Board of Directors reviewed the Group's consofidated 
account s for the six months ended 30 September 1997. 


(FRF rations) | 

First half 1997-1998 

April to 

September 1997 

First half 1996-1997 
Aprt to 

September 1996 

Turnover 

3,459 


Operating proWfloss) 

73 


Financial charge* 

(27) 


Profit/floas} on ortfinary activities before tax 

46 


Extraordinary Boms 

118) 


Net proflttfosa) inducing nrarity interests 

Nat proflt/(loss) attributable 

23 


to Moulinex shareholders 

21 

HBR 


Consolidated turnover for the first six months of 
1997/1998 grew by 3.2% compared with the 
corresponding period of the previous financial year. 
The advance was due to increased momentum in 
sales in the second quarter, up 8.7% penod on 
period, driven by a robust performance in Europe, 
an encouraging upturn in the CIS and strong 
growth in North America. 

Operating profit of FRF 73 million far the six months 
to 30 September 1997 compand with a lass at 
FRF 9 mOfen over the seme period last year and 
reflected the mttraf benefits of the Recovery Plan, 
The reorganisation of manufacturing operations 
undertaken during the etx m on th period just ended 
saw transfara of production, the closure of two plants 
in France, an increese in outsoueng, reduction n 
amptoyee numbers and the implementation of 
meamrasie reduoe working houra. At the same time 
the Group continued te drive to cut purchasing costs. 
These efforts, coupled with several new product 
launches and higher txrsiness volumes enabled the 
Group to r ecor d an enco u ragin g i mprovement h 
operating profit The decline in financial chargee 
stemmed flom the reduction in fridewedness which 


was in part driven by a decrease h working capital 
requirement, b rng ing profit on ordinary activities 
before tax to FRF 46 mffion compered with a FRF 
50 mtteon loss in first has 1996/1997. 

Net profit was FRF 21 mfflian compared with a loss 
of FRF 74 mtSon for first half 1996/1997. 

OUTLOOK FOR THE YEAR 
I.Tbe far-reacfmg re organisatio n cyrigd out in the 
first half wffl continue into the second half and also 
the following year, and wfl include the transfer of 
microwave oven production from Carpiquet to 
Cormefles, a p8ot site for the business ii Europe, as 
well as the wider Implementator) of flexible work 
true and shorter working hours at afi French plants 
and moves to outsource manufacturing as set out 

'n the Recovay Plan. 

2m Business in October aid November confi rme d 
the upwad trend in sales recorded in the fiat half 
and the success of new products. Bales far the fufl 
yeer should be up on the 1996/1S37 financial year. 
TTw performance indicates that the Company is on 
track to confirm the kiftlaJ signs of its recovery by 
achieving operat i ng profit and net profit In Une with 
the timetable set out in the Recovery Ran. 


The big sell gets even bigger 

HFS-CUC, now known as Cendant, has access to 80m customers 


H ow many US compa- 
nies have a market 
capitalisation 
greater than $20bn and are 
growing at more than 20 per 
cent a year? Microsoft and 
perhaps one or two other big 
technology stocks fit the 
description. But you could 
be forgiven for missing Cen- 
dant - a $28bn consumer ser- 
vices group created by the 
merger of HFS and CUC, 
which received forma] regu- 
latory approval yesterday. 

Cendant, says its chief 
executive Henry Silverman, 
is “a direct marketer’s ulti- 
mate dream”. On the one 
side is HFS, a franchising 
juggernaut which owns the 
rights to brand names such 

as Ramada and Traveled ge 

hotels. Avis cars and Cen- 
tury 21 property brokerages, 
used by more than 80m 
people a year. 

On the other is CUC. the 
telephone-marketing com- 
pany, with 21 membership 
programmes under which 
customers pay an annual fee 
in return for being offered 
discount prices on a wide 
range of products. 

Together, they wfll provide 
numerous cross-marketing 
opportunities: selling CUC's 
travel club memberships to 
Travelodge guests, for exam- 
ple, or car insurance to any- 
one who resits from Avis. 

The unique aspect of Cen- 
dant, according to Mr Silver- 
man, is that it is the first 
direct marketing company to 
own exclusive rights to the 
brands it promotes. That 
means it is the only one able 
to sell to HFS’s SOm custom- 
ers and to get access to the 
vast amount of demographic 
information it has collected 
on them. 

“The key to direct market- 
ing,” says Mr Silverman, “is 

Jr 



Henry Silverman (left) Cendant chief executive, and Walter 
Forbes, chairman: easing scepticism on Wall Street 


whether you open the enve- 
lope or stay on the phone to 
hear the pitch. 

“Since we own the names, 
our conversion rates should 
be three to four times higher 
than those of rivals.” 

Early evidence bears him 
out. According to Walter 
Forbes, Cendant's chairman, 
CUC is already selling mem- 
berships to HFS customers 
at twice the rate it achieves 
on lists of names it buys 
from banks - and those 
extra sales are almost pure 
profit, since the costs of tele- 
marketing are largely fixed. 

Despite the promise of 
such synergies, the combina- 
tion of HFS and CUC 
sparked little enthusiasm 
when it was announced last 
May. 

In part, that was because 
of the different heritages of 



the companies and their 
founders. 

Mr Silverman, who started 
as a corporate financier at 
Blackstone, the New York 
merchant bank, likes noth- 
ing more than making acqui- 
sitions. 

HFS, which he set up in 
1990, has snatched up one 
brand after another, armed 
with his highly rated stock. 
In the process, HFS shares 
have risen to nearly 20 times 
their original value in five 
years, leaving Mr Silverman 
with a stake worth some 
$700tn. 

Mr Forbes, by contrast is 
regarded as a technological 
visionary rather than a deal- 
maker. He set up CUC in 
1973 because he was con- 
vinced that the future of 
retailing lay in by-passing 
shops - a concept that the 
S'. 


internet is gradually turning 
into reality. 

Investors also drew com- 
parisons with previous 
attempt s at cross-selling, 
such as ITTs failed attempt 
to combine Avis and Shera- 
ton, and the ill-fated Allegls 
alliance of United Airlines 
with Hilton and Wes tin 
hotels. Mr Silverman, how- 
ever, argues that cross-sell- 
ing did work, but that those 
ventures were derailed by 
other factors, such as the 
sharp rise in fuel costs and 
a pilots’ strike at United 
Airlines. 

As Cendant’s management 
has worked to explain itself 
to Wall Street, the early 
scepticism has started to 
fade. Mr Sflverman and Mr 
Forbes have tried to hammer 
home what they see as 
a combination of above- 
average growth and below- 
average risk. 

According to Mark Miller, 
analyst at Merrill Lynch, 
Cendant should generate 
annual ' earnings growth of 
25 per cent over the next five 
years, with more than 40 
projects for cross-selling ser- 
vices already identified. 

* At the same time, the fact 
that 90 per : cent of. its 
revenues are recurring is a 
comfort at a time when 
Asia’s problems and a 
slowing domestic economy 
are worrying investors. 
Better still, Cendant is 
almost a “virtual" company. 
It owns few physical assets 
aad is not burdened by 
either depreciation or capital 
spending. 

The message is getting 
through that whatever Cen- 
dant might suffer from in 
future, it will not be a pov- 
erty of ambition. 

Danidl Bogler 


Raytheon 

completes 

$9.5bnbuy 

By Alexander NtcoO, 

Defence Correspondent 

Raytheon yesterday took its 
place as the world's third- 
largest defence and aero- 
space group when it com- 
pleted the $9-5bn acquisition 
of the Hughes defence elec- 
tronics business from Gen- 
eral Motors. 

Raytheon, based in Lex- 
ington, Massachusetts, 
announced that its jown and 
the Hughes defence busi- 
nesses will be grouped in a 
new unit, Raytheon 
Systems, with William 
Swanson as chairman and 
chief executive. The unit 
Includes the former defence 
electronics subsidiary of 
Texas Instruments, . bought 
earlier this year. 

On a pro forma basis, Ray- 
theon Systems would 
account for $14J5bn or the 
combined group’s $20bn 
turnover in 1997. 

A series of acquisitions 
have left three large US 
defence and aerospace com- 
panies - the others are Boe- 
ing and Lockheed Martin, 
whose purchase of Northrop 
G rainman is expected to be 
completed next year. 

Mr Swanson said the con- 
solidation may not have fin- 
ished. especially if the US 
defence budget is cut fur- 
ther. “The pieces are still 
moving on th*» game-board." 

He said the foens would be 
on integrating the busi- 
nesses and saving costs, but 
details of where the five 
Raytheon Systems divisions 
would be headquartered and 
how costs would be cot had 
not ye* been decided. 

GM is also spinning off 
the telec omnnmications and 
satellite business as Hughes 
Telecom, and is taking 
Hughes’ Delco Electronics 
tmit into its own Delphi 
Automotive Systems. The 
deal was announced In Jan- 
uary and was approved by 
the Justice Department in 
October and by GM share- 
holders this month. 
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COMPANIES AND FINANCE; ASIA-PACIFIC 


IN C pulls 
out of Thai 
bank deal 


By Ted Bartiacfce 
In Bangkok 

Thail and's attempts to 
attract foreign capital to 
shore up Its banking sector 
have Buffered a blow with 
the news that ING Rank of 
the Netherlands has decided 
against . taking a 10 per cent 
stake in Siam City Bank. 

The move comes despite 
the si g ning of a memoran- 
dum of understanding In 
October in which ING agreed 
to pay at least $30m to 
become Siam. City's largest 
shareholder 

The cancellation of the 
agreement by ING had been 
expected after Siam City, a 
medium-size commercial 
bank, fail ed to raise BtSbn 
i$63.8m) of capital from 
existing shareholders, 
including the Thai govern- 
ment. The injection of 
money by Thai investors 
was a condition of the ING 
purchase. 

Last week, Siam City 
announced tt bad faded to 
raise the new capital in part 
because the market price of 
its shares was lower than 
the BtlO par value at which 
new shares were to be 
issued. The Thai govern- 
ment. which through vari- 
ous agencies owns just 
under 10 per cent of the 
bank, argued it was legally 
prevented from investing in 
a share issue at below par 
value. 

“This causes all Trinris of 
policy problems," said Jan 
Cherim, country manager 
for ING Rank in Bangkok, 
adding that the government 
might face similar situations 
in the future when trying to 
entice foreign investors to 

the hankiyig SGCtOT. 

Mr Cherim said ING would 
now pursue “other possibili- 


ties in Thailand 'to expand 
our presence" and would 
consider a new offer from 
Siam City if it could raise 
new capital on its own. 

The collapse of the deal 
puts Siam City, which has 
one of the lowest capital ade- 
quacy ratios in the Thai 
banking sector, in a difficult 
position. Other potential 
investors, including Asahi 
Bank of Japan, may be 
scared off, while some insti- 
tutions which were expected 
to follow ING, such as the 
Dutch development h ank 
FMO, are now unlikely to 
invest 

Siam City's rating by Fitch 
IBCA was downgraded yes- 
terday to E. Which moans 
the bank has “very serious 
problems” and “either 
requires or is likely to 
require external suppo r t". 

Thai banks are required to 
reach recapitalisation agree- 
ments with the central bank 
by the wiij of this month. 
Those agreements are to 
inrinrte a timp limi t for rais- 
ing new capital. 

If banks are unable to 
meet thin deadline they are 
likely to be taken over by 
the Thai government. 

Despite recent permission 
for foreigners to take major- 
ity-stakes in Thai commer- 
cial banks, significant deals 
have yet to take place. 

Bankers say the mntinwpd 
volatility of the Thai cur- 
rency, further deterioration 
of banks* loan portfolios and 
the unwillingness of big 
Thai shareholders to offer 
attractive prices are deter- 
ring investors. 

Other investors may be 
waiting for the Thai govern- 
ment to take over some 
banks and clean them up 
before they make purchases, 
bankers say. 


ASIA-PACIFIC NEWS DIGEST 

Japanese food 
group founders 

Toshoku, a medium-sized Tokyo-based food wholesaler, 
filed for protection from creditors y&terday with debts of 
Y52&5bn ($4bnX but denied that speculative trading had 
pushed it over the edge. The company has applied for per- 
mission to restructure itself under Japan's corporate reha- 
Mbtation law, but the move is regarded as an admission 
of bankruptcy. 

Toshoku said that in spite of attempts to restructure 
bad debts left over from the economic bubble of the 
late 1960s, it had been forced to file for protection 
because of the recent credit -crunch in Japan's banking 
sector. 

Tetsuya Sato, president, said .Toshoku bad been over- 
whelmed by repayment demands from . hanks trying to 
reduce their loan portfolios, at a time wheat many of the 
company's own loans had become non-performing. 

Analysts said the company was a well known operator 
in foreign exchange markets as well as regional food com- 
modity markets. However, Toshoku described speculation 
that it had accumulated massive foreign exchange trading 
losses as “groundless 

In addition to the debts or Y52&9bn, Toshoku had debt 
guarantees of YllOjftm. Most of the debts eame from a 
subsidiary. Toshoku Finance, which lent to other group 
companies and invested in property and securities. The 
size of the debts make s the de facto bankruptcy the fourth 
largest in Japan since the second world, war. according to 
Teikoku Data Bank, a credit reference agency. 

Bethan Hutton, Tokyo 

■ MEDIA 

Strong advance at Oriental Press 

Oriental Press Group, publishers of one of Hong Kong's 
biggest mass-market daily newspapers, yesterday posted a 
five-fold increase in net profits, from HKj30.06m to 
HK$l60.3lm (US$20.76m), for the six months to Septem- 
ber. This year’s figures were boosted by a HKS37J3m one- 
off gain from the sale of land and buildings. The increase 
also reflects write-offs last year from the discontinuation 
of the group's English-language newspaper. 

Earnings per share for the group at the interim stage 
rose from 2.1 cents to ll cents, while the interim dividend 
is lifted by 2 cents to 5 cents. 

Louise Lucas, Hong Kong 

m RETAIL . 

Yaofaan Japan reprieved 

Yaohan Japan, the collapsed supermarket chain which 
has continued trading with the support of Jusco, a larger 
supermarket operator, was yesterday given permission to 
res tr u ctur e itself under the corporate rehabilitation law. 

The court ruled that Yaohan's current turnover of 
YldQzn a day showed it was a viable concern. Yaohan filed 
for protection from creditors in September with debts of 
Yl6L3bn (SL27bn). Bethan Hutton 


MRCB late in loan repayment 


By Sheila McNulty 
m Singapore 

Malaysian- Resources Corp 
highlighted the country's 
severe liquidity shortage 
yesterday when it said it was 
one day late in a payment an 
a US$250m bridging loan. 

The diversified conglomer- 
ate said it made the payment 
yesterday but that it had 
been due on Wednesday., The 
company is now in talks 
with bankers to restructure 
the loan, which was taken to 
finance MRCB's purchase of 
a 27 per cent stake in Rashid 


Hussain (RHB), the hanking 
and finance group. 

Analysts said they expec- 
ted an inmawng n umb er of 
Malaysian companies to face 
similar difficulties because 
of the shortage of liquidity. 
The situation is particularly 
grave for those with debt 
denominated in US dollars, 
owing to the fall in the ring- 
git against the dollar. 

Observers say the Malay- 
sian authorities are keeping 
liquidity tight to clamp 
down on loan growth, which 
has barely slowed from an 
annualised SO per cent. 


Total loans are expected to 
amount to 170 per cent of 
gross domestic product by 
• tha end of thi« year, making 
Malaysia the most indebted 
country in south-east Asia 
and leaving economists pre- 
dicting more defaults as the 
economy slows.. 

A bidding war has broken 
out among banks and 
finance companies for depos- 
itors, who have been moving 
their money from the local 
institutions they fear may 
have the most risky loans to 
Malaysia’s more established 
- as weD as foreign - banks. 


Some finance companies 
are so desperate for deposi- 
tors they have lifted their 
short-term rates to more 
than 10 per cent, one econo- 
mist said. But the high rates 
have failed to entice, as wor- 
ries over insolvencies grow. 
One foreign bank was 
attracting depositors with 
rates of just 6 per cent, he 
added. 

Analysts said MRCB could 
sell its stake in RHB or other 
holdings to meet debt 
requirements. The group is 
also involved in publishing 
and power. 


Chill wind blows in China 



Conflicts of 
business and 
political logic 
make mergers 
a risky step 

T here are cold feet in 
Lanzhou this winter. 

Not just outside, 
where temperatures are well 
below freezing in this remote 
provincial capital in the 
north-west of China, but also 
inside the boardroom. 

The city that dubs itself take over nearly Yn3bn 
the “cradle of China 's petro- ($362m) in debts of Zibo 
chemicals industry” has Chemical Fibre and Zibo Pet- 
plans for a huge merger - rochemical. The agreement 
Lanzh ou Refinery is being followed the creation of the 
propelled into a tie-up with Yizheng Group from four 
Lanzhou Chemical, a neigh- petrochemicals companies in 
booring petrochemical giant eastern China. 

The proposal is part of a Naturally, the Lanzhou 
wave of consolidation in the companies did not want to 
petrochemicals industry, the be left behind. Plans for a 
sector at the forefront of the merger between Lanzhou 
merger frenzy that has Refinery and Lanzhou Chem- 
gripped China since Beijing ical, first aired 10 years ago. 
demanded a rapid rationally- were dusted off and mtmld- 
ation of state enterprises. pal government officials 
But there are signs of sec- indicated that the two com- 
ond thought s in Lanzhou - panim would be united by 
evidence of growing concern the end of the year, 
in China about politically- Now, the managements of 
driven deals that are rim- the two companies say the 
ping up against the commer- merger will be delayed. Two 
rial realities of marrying other distribution companies 
ageing state industries. have been pulled in to the 
Mergers and acquisitions deal and the merger depends 
have an obvious logic in the on the results of a “full 
Chinese petrochemicals busi- investigation”, 
ness. The industry seeds to Chen Sboujie, president of 
increase scale and stream- Lanzhou Refinery, says: 
line production to, compete “The merger can improve 
internationally. The finan- efficiency if the management 
rial crisis in Asia has added makes the best use of 
urgency to the process, as resources, capital and work- 
shrinking demand in the rest ers, but it is possible that 
of the region is likely to prefits win fan if we are not 
encourage more petrochemi- careful.” His .comments 
cals producers to target reflect a concern at Lanzhou 
China, offering their prod- Refinery, a profitable cozn- 
ucts at lower prices because party, that its success is in 
of devalued currencies. danger of being diluted by 

Qjlu Petrochemical,, a sub- becoming shackled to Lan- 
sldiary of China National zhou Chemical. 
Petrochemical Corporation While Lanzhou Refinery 
(Sinopec),. announced last expects to achieve rising 
month that it had agreed to profits and fax of YnSGGm on 


sales of Yn7.6bn, Lanzhou have taken a keen interest - 
Chemical's turnover is basi- some say they are the driv- 
cally flat at Yn3.05bn and ing force behind the plan, 
the company is borrowing to Their enthusiasm reflects 
cover operation costs - out- not only eagerness to be 
standing loans are Yn2bn. seen to be marching in thna 

Zhu Lianbao, general man- with Beijing’s new industrial 
ager of Lanzhou Chemical, policy, but also the prov- 
explains that the company ince's anxiety to secure an 
played by the rules of the Important foreign invest- 
planned economy for mare ment deal' Phillips Petro- i 
than 4) years and has been leum, of the US, is in 
left flat-footed by the transi- advanced negotiations on a 1 
tion to a freer market $2bn deal to build an ethyl- 

“Market competition is not ene cracker in a venture 
fair, as we are not s tar tin g with Lanzhou Chemical, 
from the same starting point “One of the advantages of 
as our competitors. Lanzhou the deal is that it should 
Chemical is an old company solidity the prospect of the 
with machinery that is out Phillips ' merger.” says Mr 
of date, so we lack the prod- Chen at Lanzhou Refinery, 
net range and with our huge The Phfflipe-Lanzhou project 
workforce [33,000. plus 10,000 is envisaged as a 50-50 joint 
pensioners] our labour costs venture, requiring at least a 
are much higher, so we can- Yn2bn capital commitment 
not compete on price.” from the Chinese partner. 

But there are concerns 

B oth Mr Chen and Mr about how the merged com- 
Zhu emphasise the pany will manage a work- 
potential benefits of a force of more than 60,000. 
merger between the two “There are going to be work- 
companies, which were both ers and staff who will have 
sex up in the 1950s in the to be laid off” says Mr Zhu, 
first flush of tndustrialisa- who has applied to reduce 
tion ushered in by China's the retirement age from 60 to 
freshly installed Communist 55 at Lanzhou Chemical, 
leadership. Lanzhou Refi- The final decision an the 
nery will provide raw mate- merger is likely to come 
rials for Lanzhou Chemical’s from the government As Mr 
ethylene and fertiliser pro- Chen explains the M&A busi- 
duction, which in turn will ness in China: "There are 
produce by-products for the economic needs and there 
refinery. are political forces.” 

. Government officials in _ Y 

Lanzhou, in Gansu province, JfllUeS nSfOing 
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II testo hatiano prevale sulla traduzione mglese 


The Italian text prevails over the translation into English 


CONVOCAZIONE 
DIASSEMBLEA 
ORDINAR1A E 
STRAORDINARIA 


NOTICE 

OF 

SHAREHOLDERS* 

MEETING 


L’assembtea degii azionlsti deJTENI S.p.A, e convoca- 
ta in sede ordiniria e straordinaria in Castelgandolfo 
(Roma), Vale Bruno Buozzi 14. per il giomo 30 germaio 
1998 ake ore 10 in prtma convocazione e, occorrendo, per 
il giomo 31 gennaio 1998, stessi ora e bogo, in seconds 
convocazione, per discutere e deliberare sul seguente 
OMMNE DEL GIORNO 
Parte straordinaria 

1. Modifies deH’arL 2.1 deilo statute: 

2. Motfifica dell'art 9 deflo statute; 

3. Modifies dell'art 17.3 deflo statute. 


The Ordinary and ExlraorcBnary Shareholders' Meeting 
of ENI S.pA will be held in Castelgandotto (Rome), Viale 
Bruno Buozzi no.14. on January 30, 199B at 10:00 a.m. 
local time on first call and, if necessary, on January 3i, 
1998 at the same time and location on second call, to 
discuss and resolve upon the items of the following 
AGENDA 

Extraordinary Part 

1 . Amendmem to Article 2.1 erf the By-laws 

2. Amendment to Article 9 ol the By-laws 

3. Amendment to Article 17.3 of the By-laws 


Parte ordinarte 

1 . Determinations del numero dei component! il Consiglio 

di amminisrrazione; 

2. Nomina di component! D Consigiio di amministrazkxiB. 

Ai 6en» delb statute, gli ammmistratori sararmo nomi- 
nati mediante vote di fista. 

La lists di candtdati potranno essere presentate dai 
sod che rappresentino akneno ri% del capitate sodale e 
dal Consigiio di amministratione nsi modi e nei termini 
previsti daflo statute. 

Hanno diritto di intervenire in assembles gli azionlsti 
che avranno deposttato le azioni almeno cinque giomi 
prima della data defla prima convocazione presso la sede 
sociale in Roma, Piazzale Enrico Mattei n. i, oppure 
presso le seguenti casse tncaricate: Banca Commerdale 
Italians S.pA, Credrto Italiano S.p.A., Istituto Banca rio 
San Paolo di Torino S.p.A, Banca Nazionale del Lavoro 
S.p.A, Banco Ambrosiano Veneto S.p.A., GARIPLO - 
Cassa di Risparmio della Provincie Lombardo S.p.A., 
Banca Monte dei Paschi di Siena S.p,A., Banca di Roma 
S.p.A., Banca Fideuram S.p.A., Solid Sim S.p.A.. 
Citibank NA, Morgan Guaranty Trust Company of New 
York, norteftd Monte TKoii S.pA. per i titoii dal la stessa 
am ministrati. 

II voto potfa essere esercitato anche per corrispon- 
denza in conform ita atle disposition! del ‘Regolamento 
concemente le condition! e le modahta per Pese ratio del 
dritto di voto per corrispondenza* emesso a 30 cScembra 
1994 datla Banca dTtatia, dalla Consob e dall’ISVAP e 
pubblicato sufla Gazzetta Officiate del 5 gennaio 1995, n. 
4 (Serie generate). Le relation illustrative e le proposte di 
deliberazione del Consigiio di amministrazione airassem- 
blaa sui punti all'ordine del giomo saranno depositata 
presso la sede sociale e gli enti irxficati in precedenza 
entro il termine stabillto dalle disposition vjgenti e vi 
rimarrarmo fino alia data della riunbne assembleare. La 
scheda di voto, unilamente al trfglietto di ammissbne alia 
votazione, dovrfi pervenire alia Segreteria Societaria 
dairENi S.pA, Piazzale Enrico Mattei. 1 - 00144 ROMA 
entro il 27 gennaio 1998. 

/ possessor! <fi ADRs, rappresentathi dascuno c fi died 
azioni ordinarte daO'ENI S.pA. quotati alia Borsa New 
York che risutteranno Lscritti alia data del 18 gennaio 1998 
nefl'apposito registro tenuto da Ha Morgan Guaranty Trust 
Company of New York, avranno la facoMd di parted pa re 
all'assemblea o dl eserdtare il voto per corns pondenza, 
osservati gti adempimentl di deposito e registrations del to 
azioni possedute; i medesimi possessed, qualora si siano 
awalsi del voto per detega o per comspondenza, avranno 
la facoffa di seguim i lavorf assembieari, previa riohiesta 
scritta alia Morgan Guaranty Trust Company of New York 
(banca depositaria). 

II Prasidente del Consigiio di Ammteistrazione 
Ing. GugBelmo Antonio Cl audio Moscato 

INFORMAZIONI PER GU AZKW1ST1 
VOTO DI LiSTA E PUBBUCAZIONE DELLE USTE 

I soci che rappresentino almeno 1*1% del capitate 
sociale e il Consfgfio di ammmistrazlone potranno presen- 
tare lists di candidati al Consigiio di amministrazione. Le 
lisle dovranno essere ctepositate presso la sede sociale 
unitamente aUe dichiarazioni con le quali 1 singoU candida- 
ti accettano la propria can di datura e attestano, sotto la 
propria rasponsabidfa, Hnesistenza efi cause di ineieggibi- 
lita e dl incompatibilita, none ha Teslstenza dei requisitl 
prascritli dalla normatrva vigente per ricoprire la carica di 
amministratore. Le iiste presentate dagll azionlsti e dal 
Consigiio d i amministrazione dovranno essere pubbflcate 
su almeno tre quotkfiani italiani a efiffusione nazionale, di 
cui due economic!, rispetttvamente almeno died e venti 
giomi prima di quello flssato per I'assemblea in prima 
convocazione. Al fine di comprovare la titolanto del nume- 
ro di azioni necessario alia presentazione delie llste, gli 
azionistl dovranno presentare e/o recapitare presso la 
sede sociale, con almeno cinque giomi di anticipo ris petto 
a quello flssato per i'assemblea in prima convocazione, 
copia dei biglietti di ammissione emessi dai soggetti 
deposits ri dalle loro azioni. 

Ogn’l ationista potra presentare o concorrere alia pre- 
sentazione di una sola fista e ogni candkfato potfa presen- 
tarsi in una sola fisia a pena <£ ineJeggftjWita. 

Ogni avente diritto al voto potrd votare una sola fista. 
VOTO PER CORRIS PONDENZA 

II voto potrfr essere esercitato anche per corrispon- 
denza in conformity alle disposition! del ’Regolamento 
concemente le condizbni e le modality per I'eserdzto del 
diritto dl voto per comspondenza'’ emesso il 30 dbembra 
1994 dalla Banca d’ltalia. dalla Consob e dairiSVAP e 
pubblicato sulla Gazzetta Officiate del 5 gennaio 1995, n. 
4 (Serie generate). 

A parti re dalla data di publications sulla Gazzetta 
Officiate deH'awiso di convocazione, gli azionfeli possono 
chtedere alia society e alle casse Incaricate la carteila 
contenente la scheda cR voto, te relation! illustrative e le 
proposte di deffberatione del Consigiio afl'assemfcrfea. A 
corredo, la carteila oonttene la documentazione esplicab- 
va suite modality dl eserdzto del voto per ronispondenza 
e una busta pre-indirizzata alia Society. 

Le Iiste di candidati ad amministratore che saranno 
presentate dal soci che rappresentino almeno P1% del 
capitate sodale e dal ConsigBo dl amministrazione, depo- 
sltate e pubblicate nei termini in precedenza indicati, 
saranno tempestivamente messe a disposizione della 
casse incaricate. 

Gfi ationisti che intendono eserdtare II voto per corri- 
spondenza dovranno fame richiesta agH enti indicati net- 
rawiso efi convocation© depositando presso gli stessi te 
azbni o, per le azioni amminlstrate dalla Monte Titoii, la 
certification© di cui airarticolo 3 della Legge 19 giugno 
1986, n. 289. Tali enti rilasceranno agfi azionisti il biglletto 
di ammissione alia votazione e la carteila. 

La busta contenente la scheda dl voto e il biglletto di 
ammissione alia votazione dovrd pervenire alia Segreteria 
Societaria dell'ENI S.pA, Piazzale Enrico Mattei, 1 ■ 
00144 ROMA entro e non oltre a 27 gennaio 1998. 

Le schede pervenute alia society oltre il sudetotto ter- 
mine, o non corredate con il bigltetto efi ammissione alia 
votazione. non saranno considerate ai finl della costituzio- 
ne deU’assembfea e delta votazione; te schede pervenute 
alia society prive della sottoscrizione non saranno consi- 
derate ai fini dsPa votazione. 

fl voto per comspondenza 8 incompafibile cot 0 riia- 
sdo di delega e deve essere esercitato direttamente dal 
thdare del diritto dl voto suite azioni. 

♦4444 

I Signori azionisti sono coriesemente invftati a presen- 
tarsi In anticipo rispatto alPorario di mitio deff assembles al 
fine di agevolare le operation! di ammissione; le operazio- 
ni di regislrazione saranno espl state presso la sede dl 
svcrfglmento delPassembJea a parti re dalle ore 9. 

Si informano i Signori ationisti che 8 dtspo nitrile un 
aervitio di trasporto a mezzo navetta con initio alle ore 8 
e termine alle ore 9 dalla sede legate in Piazzale Enrico 
Mattel, 1 al luogo dell’assemblea e, viceversa, dal termine 
deirassemblea. II servizio navetta y usufruiblle su preno- 
tazkxie da effettuare non oltre il 27 gennaio 1998. 

La Segreteria Societaria delTENI fe a disposizione per 
eventual! ulteriori information! e per le prenotazioni del 
servizio navetta ai seguenll numerl: Telefono 
06/59822421; Fax n. 05/59822233. 


Ordinary Part 

1 . Determination of the number of the Board of Directors' 

members 

2. Appointment of Directors 

Pursuant to the By-laws, Directors will be elected on 
the basis of candidate lists. 

Each Shareholder or group of Shareholders represen- 
ting at least an aggregate of 1°b of the Company's share 
capital and the current Board of Directors is enlitied to 
present a list of candidates to the Board of Directors; lists 
have to be presented and deposited according to the pro- 
cedures and terms set forth in the By-laws. 

Admission to the Meeting will be granted ro 
Shareholders who have deposited their Shares at least 
five days prior to the date of the first caH of the Meeting at 
the Company's Registered Office in Rome, Piazzale 
Enrico Mattei, 1 or with one of the following Agents: Banca 
Commerclale Italians S.p.A,, Credilo Italiano S.p.A.. 
Istituto Bancarlo San Paolo dr Torino S.p.A., Banca 
Nazionale del Lavoro S.pA., Banco Ambrosiano Veneto 
S.pA, CARIPLO * Cassa di Risparmio delie Provincie 
Lombarde S.p.A., Banca Monte dei Paschi di Siena 
S.p.A., Banca di Roma S.p.A., Banca Fideuram S.p.A., 
Sofld Sim S.p.A.. Citibank N.A., Morgan Guaranty Trust 
Company of New York, and Monte Titoii S.p.A. for the 
Shares administered by it. 

Vote may be exercised also by mail pursuant to the 
provisions contained in the "Regulation on contitions and 
procedures for exercising voting rights by maiT issued on 
December 30, 1994 by the Banca d'ltalia, Consob and 
1SVAP and published in the Gazzetta Ufficiaie no. 4, 
January 5 , 1995 (Serie generate). The reports and the pro- 
posals of resolutions of the Board of Directors to the 
Shareholders on the items of the Agenda wHI be deposited 
at the Company's Registered Office and with the Agents 
listed hereon within the terms set forth by applicable laws 
and shall remain at the Shareholders' disposal until the 
date of the Meeting. The Vote by Mail Card, together wife 
the Admission Ticket Card, wfll have to be received by ENI 
S.pA - Segreteria Societaria, Piazzale Enrico Mattei, 1 - 
00144 ROME, Italy by January 27, 1998. 

Beneficial Owners of ADRs fisted on the New York 
Stock Exchange, each of ADR representing ten ordinary 
Shares issued by ENI S.p.A who have deposited their 
ADRs with the Morgan Guaranty Trust Company of New 
York by January 18, 1998 wfll be entitled to participate to the 
Meeting or to exercise votes by mail, after having compfied 
with the deposit and registration requirements for Shares 
held. Beneficial Owners who have taken advantage of 
Proxy Vote or Vote by Mall options are entitled to assist to 
the Meeting upon written request to be made to the Morgan 
Guaranty Trust Company of New York, ADR Depositary. 

The Chairman of the Board of Directors 
Mr. Guglteimo Antonio Claudio Moscato 

INFORMATION FOR SHAREHOLDERS 
LISTS OF CANDIDATES AND THEIR PUBLICATION 
' - Each Shareholder or groifo of Shareholders represen- 
ting at least 1% of the Company's share capital and the 
current Board of Directors are entitled to present lists of 
candidates to the Board of Directors. Lists shall be deposi- 
ted at the Company's Registered Office. Lists shall contain 
a declaration whereby each candidate accepts the nomina- 
tion and attests, under his/her own responsibility, that there 
are no impediments to his/her appointment and no conflict 
of interest resulting from the same, and that he/she meets 
the requirements set by existing legislation to hold the offi- 
ce of director. Lists presented by Shareholders and by the 
current Board of Directors shall be published in three or 
more Italian newspapers of general circulation, two of 
which business dailies, respectively at least ten and twenty 
days prior to the date set lor the Shareholders' Meeting on 
first call. In order to prove ownership of the number of 
Shares necessary to present a fist. Shareholders shall pre- 
sent and/or deliver to the Company's Registered Office 
copy of the Admission Ticket Cards issued by the deposita- 
ries of the Shares, at least five days prior to the date set for 
the Meeting on first call. 

Each Shareholder will be allowed to present or partici- 
pate to the presentation of only one list and each candida- 
te may be Included in only one list, under penalty of being 
barred from election. 

Each Beneficial Owner may vote for one list only. 

VOTE BY MAIL 

Beneficial Owners are entitled to exercise their right to 
vote by mail pursuant to the "Regulation regarding the 
conditions and procedures to be followed for exercising 
voting rights by mail" issued on December 30, 1994 by the 
Banca d'ltalia, Consob and 1SVAP and published in the 
Gazzetta Ufficiaie no. 4, January 5, 1995 (Serie generate). 

As of the dale of publication of the Notice of Meeting 
In the Gazzetta Ufficiaie, Shareholders are entitled to 
request to the Company and the Agents a folder contai- 
ning the Vote by Mail Card, the reports and the proposals 
of resolutions by the Board of Directors to the 
Shareholders on the items on the Agenda, the documents 
explaining the vote by mall procedures and a pre-addres- 
sed return envelope for the delivery of the Vote by Mail 
Card and the Admission Ticket Card to the Company. 

The lists of candidates to the Board of Directors pre- 
sented by Share holders representing at least 1 % of the 
Company’s share capital and by the current Board of 
Directors, deposited and published according to the terms 
hereon, will be delivered to (he Agents as soon as they 
become available. 

In order to receive the Admission Ticket Card, 
Shareholders willing to exercise their vote by mail shall 
apply to the Agents listed on the Notice of the Meeting, 
depositing their Shares with such Agents, or to Monte 
Titoii for Shares deposited therewith, by supplying the cer- 
tificate pursuant to Article 3. Law 289, June 19,1986. 

Envelopes containing the Vote by Mail Card and the 
Admission Ticks! Card shall be received by ENI S.pA. - 
Segreteria Societaria, Piazzale Enrico Mattel, 1-00144 
ROME. Italy by January 27, 1998. 

Envelopes containing Cards received by the Company 
after such date, or received without the Admission Ticket 
Card, will be considered neither for the Meeting nor for the 
voting procedure. Cards received by the Company without 
the requested signature shall not be considered in the 
voting procedure. The exercise of vote by mail is not com- 
patible with voting by proxy and must be exercised perso- 
nalty by the Beneficial Owner. 

44444 

To timely comply with admission and registration pro- 
cedures, Shareholders are kindly requested to arrive at the 
Meeting in advance with respect to the starting time of the 
Meeting itself. Registration for the Meeting will take place 
at the same location of the Meeting starling at 9:00 a.m.. 

Upon reservation, Shareholders will be made available 
a shuttle service from ENI S.pA’s head office, located in 
Piazzale Enrico Mattei 1, Rome, to Viale Bruno Buozzi 14, 
Castelgandolfo. and return. The service will be operated 
from 8:00 a.m. to 9:00 a.m. and at the end of the Meeting. 
Reservation shall be received by ENI no later than 
January 27.1998. 

ENI S.pA.'s Corporate Secretary Is available for any 
further information Shareholders may need and for the 
reservation of the shuttle service at the following numbers: 
Telephone 4396/59822421 - Fax +396/59822233. 
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COMPANIES AND FINANCE: EUROPE 


Metro sees European retail shake-out 


By Graham Bowl ay 
in Cologne 

Metro of Germany, Europe's 
biggest retailer, yesterday 
warned that a “comprehen- 
sive shake-out” was immi- 
nent in Europe’s retail 
industry as it unveiled a 25 
per cent drop in profits. 

The company, which yes- 
terday completed its 
DM4.8bn ($2.71bn) takeover 
of the European cash and 
carry business of Dutch 
group Makro, said there 
would be a sharp consolida- 


tion of European retailing 
and indicated it was seeking 
further acquisitions. 

Metro shares fell more 
than B per cent to DM70.45 
after the group reported all 
sectors of its retail trade had 
suffered a “dramatic deterio- 
ration” in November and 
December. The disappoint- 
ing results highlight the 
fragile economic recovery in 
Germany, where unemploy- 
ment is at record levels. 

Klaus Wiegandt, chair- 
man, said: “We are living In 
a time of dramatic change 


which . . . will separate the 
wheat from the chaff. Profit- 
able and capital-strong com- 
panies wifi seize opportuni- 
ties, especially through 
acquisitions.'' 

His comments came as 
Wal-Mart, the US retailer, 
announced its entry into the 
European market through 
the purchase of Wertkauf; a 
chain of 21 Goman super- 
markets. Mr Wiegandt 
acknowledged that Metro 
had tried to buy Wertkauf 
but had been outbid by the 
world’s biggest retailer. 


Makro was formed last 
year through the merger of 
the cash-and-carry, depart- 
ment store and supermarket 
interests of the Metro. Kauf- 
hof and Asko groups. The 
takeover of Makro's business 
reflects the group's desire to 
reduce its exposure to the 
weak German economy. 

- Metro said the deteriora- 
tion in conditions in its 
home market, which it said 
was a result of insecurity 
about economic prospects 
among consumers, meant 
operating profit in 1997 fell 


25 per cent from DMi.Q7bn 
last year. Sales rose 45 per 
cent to DM65bn. 

The Makro takeover gives 
Metro 197 cash-and-carry 
stores in 16 European coun- 
tries. It strengthens its pres- 
ence in the UK, Spain, Portu- 
gal, Greece, the Netherlands, 
Belgium, the Czech Republic 
and Poland. 

Metro said it planned to 
open 35 new stores next year 
and was considering expan- 
sion into Bulgaria, Slovenia, 
Croatia, Ukraine and Russia. 

The takeover involves the 


Banks back Swedish 
exchanges merger 


By Tim Burt in Stockholm 

Three leading members of 
the Stockholm Bourse yes- 
terday dropped their objec- 
tions to the proposed merger 
between the stock exchange 
and OM Gruppen, the pub- 
licly quoted Swedish deriva- 
tives exchange, after receiv- 
ing guarantees of lower fees 
and increased shareholdings 
in the enlarged group. 

Handelsbanken. Merita- 
Nordbanken and FOrenings- 
Sparbanken - which blocked 
a previous merger attempt 
by OM and the Bourse ear- 
lier this year - indicated 
they would support the deal 
after Investor, the main 
investment vehicle of the 
Wallenberg industrial 
empire, agreed to reduce its 
stake in OM. 

Investor yesterday said it 
would issue options over an 
additional 1.4m shares in OM 
to the three banks, reducing 
its stake in the derivatives 
exchange from 14.6 per cent 
to 9.6 per cent 

The move represents a 


renewed effort by Investor to 
appease members of the 
exchange. It had already 
offered to reduce its OM 
stake from 20.3 per cent in 
order to overcome concerns 
regarding the influence of 
Wallenberg-controlled com- 
panies over the enlarged OM 
&uppen_ 

“The feet we are issuing 
an option stems from our 
desire to secure the merger.’’ 
said Claes Dahlbflck, Inves- 
tor chief executive. 

Handelsbanken. one of the 
chief opponents of the origi- 
nal merger plan, said it had 
also been offered guarantees 
that the fee structure would 
be overhauled once the 
merger had been completed. 

“The guarantee involves a 
lowering of the fees by next 
summer.” said tho Hnnfc- 

If all three banks exercise 
the options offered by Inves- 
tor. they would together con- 
trol 9.3 per cent of the 
enlarged OM Gruppen - 
compared with 43 per cent 
in the initial merger plan. 
Handelsbanken predicted 


their joint shareholding 
would be further increased 
to io per cent next year. 

OM, meanwhile, said the 
deal would clear the way for 
one of the world's most liq- 
uid for cash and 

derivatives trading. 

Per Larsson, president of 
OM, added: "We will feoeby 
become the driving and cen- 
tral force in a future North 
European exchange struc- 
ture." 

Next month, the Swedish 
stock exchange is expected 
to »tnwimi» detailed plans 
of its proposed merger with 
its Danish counterpart to 
create an integrated share 
dealing market. 

It has also explored links 
with the Norwegian and 
Finnish exchanges. 

In Finland, the stock 
exchange and derivatives 
exchange were merged ear- 
lier this year. Juhani Erma, 
chief executive of the Hel- 
sinki Exchanges, has told 
investors in Stockholm he 
welcomes further co-opera- 
tion among Nordic bourses. 



Claes DahlbAck: keen to see merger go ahead 


Moulinex builds 
on recovery 


Air France may boost 
capital at privatisation 


By David Owen 

Moulinex, the French house- 
hold appliance group in 
which George Soros, the 
international financier, is a 
leading shareholder, yester- 
day unveiled improved first- 
half results, marking a new 
step in its recovery. 

The company, which last 
year returned to the black 
after five years of losses, 
reported net attributable 
profits of FFr2 Im (33.54m) 
tor the six months to Sep- 
tember 30, against an 
interim loss of FFr74m 
in 1996. 

The figures woe said by 
analysts to have reinforced 
the credibility of Pierre 
Blayau, chairman, and were 
enough to trigger a strong 
advance in the share price 


in early trading on the Paris 
stock market. 

These gains were trimmed 
later in the day, however, 
after it emerged that 
another leading share- 
holder, Jean-Charles Naomi 
the French financier, 
intends to reduce his stake 
in the company. 

Mr Naouri’s vehicle, 
Enris, has 6.6 per cent of the 
shares following a capital 
restructuring this year. 

Turnover edged ahead 
from FFr3. 35bn to 
FFr3-46bn- With some 33m 
shares outstanding, net 
profit per share came to 
about 64 centimes. 

The shares eventually 
closed op FFr2. or 1.4 per 
cent, at FFr145.50, against a 
fiat benchmark CAC 40 
index. 


The Republic of Austria is offering 
for sale 50,48% of the 
Dachstein Fremdenverkehrs-AG 

The corporation is comprised of 5 cable cars. 

4 choir lifts, 9 lifts, 3 restaurants, 1 hotel. 
Over the past 5 years it has achieved an average 
turnover of ATS 94m per year. 

Numerable offers for sports and culture are a 
good basis for high quality tourism which 
would result in the constant utilisation of 
the facilities in summer and winter. 

The state owned holding company OIAG is 
commissioned with the preparation of the sale of 
shares in cooperation with CDI-AMandA Ltd. 

The consummation of the contract is expected 
to be completed in the 2nd quarter of 1998. 

The offering information memorandum may be 
obtained from Mr KOpplinger, CDI-AMandA, 
Tel: +43(1)512 93 72 Fax: +43(1)513 81 91 


By David Owen in Paris 

Air France may take 
advantage of next year's 
planned partial privatisation 
to increase capital, accord- 
ing to a senior executive. 

Patrice Durand, vice-presi- 
dent, finance, acknowledged 
yesterday that a capital 
increase was “a possibility”, 
as he unveiled fresh evi- 
dence of the carrier’s finan- 
cial turnround. 

Net consolidated profits 
for the she months to Sep- 
tember 30 tripled to 
FFrL76bn (3296m). against a 
pro forma FFr5 97m in 
1996-97. The result was 
achieved on turnover ahead 
A3 per cent to FFr3lbn. 

The figures appear to 
leave the group well placed 
to beat a recent forecast by 
Christian Blanc, its former 
president, that profits should 
reach FFrlbn in 1997. 

Mr Durand indicated the 
company wanted to come as 
close to break-even as possi- 
ble in the second half, and 


described the first six 
months as “encouraging”. 

The first-half improvement 
was attributed in part to 
improved load factors for 
both passenger and freight 
traffic. Overall costs 
increased less quickly than 
turnover, in spite of a 12.7 
per cent rise in fuel costs. 

Yesterday's results came 
in a week when the company 
was dealt a blow by the deci- 
sion of Alitalia, the Italian 
national carrier, to choose 
KLM Royal Dutch Airlines 
as its European partner, in 
spite of pressure from the 
French government. 

Mr Durand acknowledged 
the decision was “not good 
news”, while suggesting the 
spate of European airline 
alliances was not yet over. 

Some observers believe 
recent ructions over the 
French group's privatisation, 
which culminated in Mr 
Blanc’s departure, may have 
handicapped its attempts to 
forge a link with Alitalia b; 
clouding aspects of medium- 


term strategy. The Italian 
group's decision will 
heighten concerns that Air 
France, under its new presi- 
dent, Jean-Cyril Spinetta, is 
becoming isolated. 

• Two Hungarian banks 
have bought Alitalia's 30 per 
cent stake in the Malev, the 
Hungarian airline, writes 
Auatol Ueven in Budapest 

APV, the state privatisa- 
tion agency, said yesterday 
the sale was agreed for 365m, 
which also covers a 5 per 
cent stake owned by Simest, 
the Italian state investment 
fund. OTP Bank and MKB 
are to take half each. 

MKB said it would eventu- 
ally sell the shares in the 
airline, which is stm 64 per 
cent state-owned. APV hopes 
to float its stake on the 
Budapest Stock Exchange in 
the next two years. 

Alitalia's sale of its Malev 
stake was a condition set by 
the European Union for 
allowing the Italian state to 
give it L2,75Qbn ($l£bnl in 
aid. 


Generali set to launch 
takeover bid for AMB 


LesEchos 
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By Andrew Jack 
In Paris 

Generali, the Italian insurer, 
is poised to announce a take- 
over bid today- for AMB, the 
i German insurer, as part of a 
complex deal in which it 
allows Germany's Allianz to 
take control of AGF, of 
France. 

AGF and Allianz will indi- 
cate their support for the 
Generali bid. which values 
AMB at about DMllbn 
(S£2bn). 

Separately, Generali will 
pay about FFrSbn (3843m) to 
acquire GPA and Proxlma, 
two subsidiaries of Athena, 
the French insurer con- 
trolled by AGF. 

The transactions come as 
part of a compromise 
reached in the battle for con- 
trol of AGF, in which Gener- 


ali agreed to abandon its 
FFrS5bn hostile bid, allowing 
Allianz to take control. 

AGF will buy the Dutch 
subsidiary of AMB for about 
FFr4 bn. but sell its 33.5 per 
cent stake in the German 
parent to Generali 

Allianz, which holds 5 per 
cent Dresdner. with 15 per 

cent; and Munich Re, with 8 
per cent, are also expected to 
support Generali's offer. 
Generali plans to raise its 
total stake in AMB to at 
least 70 per cent through a 
public offer. 

Meanwhile. Jacques Blon- 
des u. chairman of Sets', the 
French reinsurance group, 
confirmed yesterday he was 
willing to raise his group's 
stake in Coface, the trade 
credit insarer which is 57 
per eent-owned by AGF, 
from 20 per cent to 40 per 


cent. The action - coupled 
with increases by other 
minority shareholders - 
would meet the French gov- 
ernment's concerns that 
Coface should not be con- 
trolled by a foreign company 
following the takeover 
launched on AGF. 

Separately yesterday. 
Worms & Compagnie, the 
holding group, announced 
that 97.2 per cent of its 
shareholders bad subscribed 
to the joint friendly takeover 
launched by AGF and 
Someal, of Italy. 

Under the terms of the 
deal, AGF formally acquired 
Athena on Wednesday for 
FFriabn, and will before the 
end of the year hand its 
shares in Worms to Someal 

Worms will pay its share- 
holders a special dividend of 
up to FFr3 Jlbn 


purchase by Metro of the 
majority and minority stakes 
held by Makro in operations 
built by the two companies 
in partnership over the last 
30 years. 

Metro said it 'would issue 
DMl.Sbn worth of new 
shares to finance part of the 
purchase, while the rest 
would be paid tor through 
cash and debt. The new 
shares would be taken up by 
Makro's majority share- 
holder. the family-owned 
SHV Holdings, giving it 
about 9 per cent of Metro. 


Trustor 
wind-up 
runs into 
legal 
challenge 

By Greg Mdvor 
in Stockholm and 
Jimmy Bums 
In London 


Three former UK 
Conservative party politi- 
cians yesterday mounted a 
legal challenge against 
efforts to pot Trustor, the 
Swedish investment com- 
pany at the centre of a 
SKr620m (380m) fraud 
inquiry, into compulsory 
liquidation. 

Henry Bellingham and 
Ran Buxton, both farmer 
members of parliament, and 
Major Anthony Gurney, a 
former parliamentary candi- 
date, said they were share- 
holders of St Crispin Trad- 
ing, a company registered in 
the Virgin Islands, which 
acquired a controlling stake 
in Trustin' from the UK peer 
Lord Moyne in October. 

The three, who are close 
business associates, said 
they "vigorously opposed" a 
legal bid by Trustor’s minor- 
ity shareholders to force the 
company into liquidation. 

The minority sharehold- 
ers. who include several 
large Swedish financial 
Institutions, believe compul- 
sory liquidation of the com- 
pany would maximise 
chances of recovering up hi 
SKr485m missing from the 
company’s balance, sheet 
This follows a Swedish 
police inquiry into allega- 
tions of financial misappro- 
priation against Lord 
Moyne, who acquired a 51.8 
per cent voting stake in 
Trustor in June, and several 
business associates. 

The three UK businessmen 
disclosed their association 
with St Crispin Trading in a 
statement to a Stockholm 
court at a hearing yesterday 
of the compulsory liquida- 
tion application. 

A judgement is expected 
on December 23. 

A lawyer for the minority 
shareholders expressed con- 
fidence that the liquidation 
would be approved. 

Mr Bellingham denied 
that St Crispin had any 
“direct or indirect” connec- 
tion to Lord Moyne. 

He declined to say how 
much St Crispin had paid 
for Lord Moyne’s stake, 
which cost SKr241m in 
June. 

"It is outrageous that the 
minority shareholders are 
trying to put Trustor into 
liquidation. It is a company 
with a bright future,” be 
said. 

Winding up a successful 
company was “misconceived 
and irregular". 

Mr Bellingham accused 
Trustor’s minority share- 
holders of acting against the 
majority’s interest St Cris- 
pin viewed Trustor as a 
long-term investment, be 
said. St Crispin acquired 
Lord Moyne’s shares on 
October 30 - the day media 
allegations of financial 
impropriety surfaced in 
Stockholm. However, the 
stake remains impounded by 
Swedish bailiffs as security 
for a damages action against 
Lord Moyne by Trustor’s 
minority shareholders. 

Mr Bellingham said St 
Crispin had applied to the 
High Court in London for a i 
declaration that it rightfully 
owned Lord Moyne's Trustor j 
shares. J 


EUROPEAN NEWS DIGEST 


Mergers keep 
Brussels busy 

Karel Van Miert, the £U competition comn^rae^. 
yesterday reacted cautiously to the planned partoersmp 
between Alitalia and KLM. saying A was up to the cam- 
era' to decide whether to go further than just a limited affi- 
ance. “It remains to be seen if it's an alliance or a 
merger,” Mr Van Miert told a news conference on a num- 
ber of competition issues. 

He also said mergers in fee accountancy sector bad trig- 
gered “real competition concerns". He said his officials 
had been overwhelmed by the amount of concern gener- • 

ated by the announcement of mergers between kpmg aim 
Ernst & Young, and Price Waterhouse and Coopers & 
Lybrand. “A lot of people in the industry and in the busi- 
ness feel that this is really problematic," he said. It Is up 
to us to sort it out” " 

Mr Van Mlert's comments mean that both mergers win 
almost certainly face a full antitrust inquiry, lasting a fur- 
ther tour months. Brussels has the power to block the • 

merger, or to demand concessions in return for clearance. 1 
He also hinted that the merger between Kirch, the Ger- 
man television group and Bertelsmann, fee German j 
media group, would be subjected to similar treatment It | 

looks as if we will probably have to go to a second phase 

because there have been so many complaints.” he said. 

Mr Van Miert warned the French government it would 
have to deliver more credible restructuring plans for 
Crfidit Lyonnais, the state owned hank, which feces a 
second large bail-out from the French state. 

Emma Tucker, Brussels 

U CONSTRUCTION 

Skanska faces SKr2.6bn tax bill 

Skanska, Scandinavia's largest construction group, was 
yesterday ordered by Sweden's supreme administrative 
court to pay a capital g»in« tax of SKr2.6bn (3335.8m) fol- 
lowing the sale earlier this year of its 24 per cent stake in 
Sandvik, the Swedish engineering group- The company 
had sought a tax exemption after realising SKr9.lbn on 
the gfli* of the Sandvik shares, which had a book value of 
SKrS31m. It argued that Volvo, the Swedish automotive 
group, had received such exemptions when it sold its 
stake in the drugs company Pharmacia & Upjohn. 

But the court rejected Skanska’s action, upholding an 
earlier decision by the council tor advance tax rulings, 
S kanska which has already set aside a SKr2.6bn provi- 
sion for the tax charge, said the ruling would not affect its 
strategy of disposing of nan-core shareholdings. The com- 
pany Is expected to dispose of its remaining 1 per cent 
stake in Sandvik and a larger 8-7 per cent stake in SKF. 
the bearings manufacturer, in the next 12 months. 

Tim Burt, Stockholm 

■ FOOD AND PACKAGING 

Danlsco ahead 15% in first half 

Danisoo, the Danish foods and packaging group, lifted 
first-half net profit 15 per cent to DKr615m ($9lm) in the 
six months to October 3L The year-ago figures have been 
adjusted to reflect a switch to international accounting 
standards. Group revenues were DKr9.46bn, up 14 per 
cent The increase was attributed to improved results 
from the sugar, ingredients and flexible packaging divi- 
sions. The food and beverages businesses were flat in fee 
reporting period. Charles Ferro. Copenhagen 

■ AIRLINES 

Braathens buys rest of Transwede 

Braathens SAFE, the Norwegian airline, yesterday 
stepped up its challenge to Scandinavian Airlines System 
by taking control of Transwede Airways, the loss-making 
Swedish carrier. Braathens - which last year bought 50 
per cent of Transwede from Fritidsresor, the Swedish tour 
operator - said it was exercising options over the remain- 
ing 50 per cent for an undisclosed sum. Although. Tran- 
swede has not made a profit tor several years, fee acquisi- 
tion will give Braathens a foothold in fee Swedish 
domestic airline market, where Transwede operates 
routes between Stockholm and outlying cities. Earlier this 
year, KLM of the Netherlands acquired a 30 per stake in 
Braathens for FI 200m ($100m). Tim Burt 

B TELECOMMUNICATIONS 

Swisscom seeks new chief 

Swisscom, Switzerland ’s state-owned telecommunications 
company, has la unched a search for a new chief executive 
only days before it loses its monopoly of the Swiss mar- 
ket Felix Rosenberg, 56, a former politician who has run 
Switzerland’s telecoms company since 1989, has turned 
down the pbst of chief executive. Mr Rosenberg's position, 
has been in some doubt since late September when the 
Swiss government brought in Markus Rauh. 59, a corpo- 
rate turnround specialist, to be chairman. Swisscom is 
doe to be partially privatised in the second half of 1998. 

Mr Rosenberg will join the supervisory board as a repre- 
sentative of the Swiss confederation, which will remain 
fee majority shareholder after next year’s stock market 
flotation. Tony Reis. 56, a former IBM executive who 
joined the company as chief operating officer last year, is 
one potential candidate, and Mr Rauh is another. 

WHBam HaXL Zurich 

■ AUDIO AND VIDEO 

Philips settles with Grun dig trust 

; Philips said yesterday it had settled ah its obligations to 
the family trust which controlled Grundig, the German 
maker of audio and video equipment. The Dutch electron- 
ics group is maki n g a one-off payment of undisclosed size 
to fee Max Grundig Foundation, drawn from fee FI 600m 
(5801m) it set aside last year to unravel equity and man- 
agement ties wife the company. The foundation h a d an 
option to sell Philips its awitroUing; stake in 2004 for 
DM54Qm (S30L8m), while Philips had been obliged to pay 
it an annual DM48m dividend. BWB, s Bavarian consol 
tium, has meanwhile bought that holding, giving it 96 per 
cent control 

■ Philips is expanding its management board to eight 
from five through the elevation of the heads of its main 
ptodurt divisions. Those appointed from next May include 
two Britons. Doug Dunn and John Whybrow; the Chinese 
Y. c. La; as well as Adri Baan and Arthur van der PoeL 

who are Dutch. Henk Bodt and Wiflem de Kkuver. two 

cwrmt directors, are to retire. 

Gordon Crumb, Amsterdam 


Spain pays KIO Pta50bn for control of Ebro 



By Tom Buns In Madrid 

The Spanish government has 
paid Pta50bn f$333m) for a 
controlling stake in Ebro, 
the biggest domestic sugar 
producer, from the Kuwait 
Investment Office. The deal 
paves the way for Ebro's 
merger wife Azucarera, the 
second-largest producer, and 
for the restructuring of 
Spain’s sugar sector- 


The acquisition by Aly- 
cesa. a state-owned food 
group, of a 34.8 per cent 
stake In Ebro is the first step 
in its eventual sale. The 
equity win be sold on to 
savings banks linked wife 
the sugar sector, to Spanish 
companies and to t|ae public 
through a share offer on 
Madrid's Bolsa. 

The deal will speed up a 
planned merger that will cre- 


ate Europe's fifth biggest 
sugar producer, accounting 
tor 78 per cent of domestic 
production. 

Ebro bought 21 per cent of 
Azucarera a year ago. How- 
ever, plans by the two com- 
panies to join forces were 
blocked by the government 
because of fee involvement 
of a non-Spanish shareholder 
Generate Sucriere, of 
France - with 14.5 per cent 


of Ebro and 20 per cent of 
Azucarera. There were also 
fears feat the domestic sugar 
quota could be lowered by 
fee European Union. 

Yesterday's deal gives the 
government control of the 
merger and the future share- 
holder structure of fee com- 
bined Ebro- Azucarera group. 

Alycesa paid Grupo Tor- 
res, the Spanish investment 
arm of fee KIO, Pta2Sbn for 


18 per cent of its Ebro stake. 
It has a call option for the 
KIO’s remaining equity in 
the company. 

Alycesa is likely to sell 
part of its Ebro equity to 
savings banks located in the 
sugar beet areas of central 
and southern Spain. It is 
also expected to seQ shares 
to Spanish food groups. A 
planned share offer will 
ensure that the 33 per cent 


of Ebro that is trailed on the 
Bolsa will be maintained 
after the merger. 

Analysts believe the 
merger, likely to take place 
early next year, will be on 
the basis of between 2.7 and 
three Ebro shares for one 
Azucarera share. 

It will create a group wife 
combined sales of Pta200bn 
and result in the closure of 
five of 15 plants. 
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Global Leaders in Bane Risk Analysis 



d. Korea. Indonesia. Venezuela. Japan. Russia. Volatility 
'in banking is a global issue that impacts your business. Are 
you just reacting to the headlines or anticipating them? 

Thomson BankWatch can make the difference. As the world’s 
leading source for timely, objective and accurate bank ratings and 
research, Thomson BankWatch rates over 1000 
financial institutions in more than 85 countries. 


What Thomson BankWatch sells is confidence. 
Confidence that you have a comprehensive 


understanding of what is happening in banking today, 
whether in your own backyard, or on the other side of the globe. 
And confidence that enables you to manage your risk better by 
helping you anticipate what’s likely to happen tomorrow— before 
events become yet another headline. 
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Biocompatibles and Shield Diagnostics had been expected to announce deals before Christmas 

Setback for biotechnology duo’s shares 


By Roger Taylor 

A miserable year for 
investors in biotechnology 
stocks looks set to end with 
a whimper of despair. Bio* 
compatibles International 
and Shield Diagnostics - two 
of the industry's brightest 
hopes - saw their share 
prices foil sharply yesterday 
when expected good news 
foiled to materialise. 

The two make little or no 
profit but they have rock- 
eted in value on potentially 
world-beating inventions. 


Both were also expected to 
announce deals with large 
pharmaceutical groups 
before Christmas. 

Yesterday Shield Diagnos- 
tics, which has developed a 
new test for heart disease, 
issued a statement saying 
that It would not conclude a 
deal until January. 

David Evans, managing 
director, explained that, the 
contracts were agreed infor- 
mally and that the hold-up 
was because of a senior exec- 
utive going on holiday. But 
this did not prevent inves- 


tors knocking 9 per cent off 
the company’s shares, which 
dropped 67V4p to 705p. 

Biocompatibles, which has 
developed a coating to make 
medical implants more toler- 
able to the body, issued no 
statement yesterday. But the 
shares fell 12 per cent or 65p 
to 490p as investors realised 
the chances of an agreement 
before the new year were 
now virtually nfl. 

the foils are the latest to 
hit the biotechnology sector 
which has seen share prices 
slide for most of 1997 driven 


by an unremitting stream of 
bad news. 

Leading companies such 
as Celltech and Scotia, 
which foiled to get products 
to the market earlier this 
year, have seen their share 
prices halve. 

British Biotech, the indus- 
try leader, closed down at 
103p yesterday, dose to its 
low for the year and well 
below the 270p level reached 
in May. 

Even PPL Therapeutics, 
which amazed the world In 
February by introducing 


Dolly, the cloned sheep, has 
foiled to prevent its shares 
hitting a low of 235p this 
week, less half their 
level earlier in the year. 

Biocompatibles and Shield 
Diagnostics have epitomised 
the volatility of an industry 
where share prices are 
driven almost entirely by 
hopefclof large profits several 
yeais'-jErom now. 

Shield’s shares rose from 
less than 200p at the start of 
the year to mote then. 80%) 
in March, before fluctuating 
between 400p and 800p as 


sentiment shifted. Biocompa- 
tibles shares dropped .from 
their high of £14 to less than 
400p in September after, the 
company foiled to clinch a 
deal with Johnson & John- 
son, the US medical group, 
to market its coated stents - 
metal mesh tubes used to 
hold open damaged blood 
vessels. 

Merrill Lynch, Biocoropali- 
b lets’ broker, which had set a 
share price target of £21 for 
the end of this year, is now 
looking for £15 by the end of 
199& 


Asda promoted to fastest 
growing food retailer 


By Peggy Hofluigar 

Asda yesterday established 
its position as the UK's fast- 
est growing food retailer 
with better than expected 
sales figures fuelling a 10 per 
cent jump in interim profits. 

The group also sought to 
quash speculation over an 
imminent bid for Safeway. 
Discussions on a merger 
broke down when news of 
the proposals were leaked in 
September. Archie Norman, 
the Conservative MP who is 
part-time chairman, said the 
two companies had had no 
contact. 

Reporting a 9 per cent 
jump in overall sales exclu- 
ding new space, or 87 per 
cent in the core grocery busi- 


ness, Mr Norman insisted 
Asda did not need a merger. 
However, he admitted the 
group faced a tough chal- 
lenge in sustaining the pace 
of growth. "Growing like 
this depends on creating 
rapid change and driving the 
business forward, and you 
cannot count on it” 

Asda's sales improvement 
is the highest repotted so for 
in this round of supermarket 
results. Trading statements 
show comparable sales up 6 
per cent at Tesco, 4.2 per 
cent at J Sainsbury and 3 per 
cent at Safeway. 

Many brokers increased 
foil-year profit forecasts by 
£l0m-£l5m, to about £400m 
($660 m) and Asda's shares 
rose In a foiling market to 


close 8p higher at 178p. 

However, the company's 
results also highlighted that 
the cost of doing business in 
the food sector was “growing 
dramatically,” said Mike 
Dennis, food analyst at 
Society Gendrale Strauss 
Turnbull. Retailers were 
being forced by the competi- 
tive environment to Invest 
more in customer service, 
systems and price. 

Gross marginc were static 
and operating margins fell 
from 4.86 to 4B3 per cent 

Asda's pre-tax profit of 
£i90m for the 28 weeks to 
November 15 compared with 
£232- 4m, or £160.1m exclu- 
ding exceptional gains. 



LEX COMMENT 

CGT 


When It comes to tax. it is a relief when common wiae 
prevails over political dogma. In bactog away from vari- 
able rates of capital gains tax, the British government 
seems to have accepted that it would be unerforceable. 
Tax avoidance experts would devise ways to present 
short-term gains as long-term ones, shifting taxpayer 
from a high rate to alow one. If the government has alsg 
dropped its bang-up about ahort-tenniOTi in toe stock 
market and accepted the importance of liquidity, that 
would be particularly welcome. CGT changes wme,in any 
case, never going to have much effect on big investors 

behaviour because pension funds are exempt. 

So why at all? Labour wants to smile on entre- 
preneurs - job creators and long-term investors - via a 
CGT break. In fleshing out this policy, the quahfication 
should be size of stake, not founder status. Investor 
brought in as businesses grow, particularly those with 
vital management expertise, should not be penalised. 

But this move will only add to the reliefs making CGT 
expensive to collect for a pifflin g result £I.lbn last year. 
One argument says it would be better to sweep away 
reliefs and introduce a lower rate, say 20 per cent Such 
welcome simplification might even increase the tax take. 
The difficulty lies in preventing taxpayers from convert- 
ing hi ghly taxed income Into capital gains. If the govern- 
ment really wants to sort out the taxatio n of wealth, rt 
will require much more than, a hit of entrepreneurial 
tinkering. 


Lex, back page Archie Norman (left:) and Allan Leighton, chief executive, with a giant pizza 


Hambros sale signals break-up 


By George Graham 

Hambros, the UK merchant 
banking group, yesterday 
sold its corporate loan busi- 
ness to Generate de Basque 
of Belgium, and is expected 
to announce today the sale 
of most of its remaining 
banking operations to 
Society Gdndrale of France. 

The Belgian sale, thought 
to be for less than £lOm, 
involves a small portfolio of 
corporate loans and fewer 
than 40 staff, but the Societe 
Generate deal would basi- 
cally dissolve what was once 
one of the UK's leading mer- 
chant banks. 


Hambros has been under 
pressure from institutional 
Investors for months, and 
earlier this year appointed 
Schroders, a rival invest- 
ment bank, to advise it on 
ways of improving its per- 
formance. 

Jane Sutcliffe of Regent 
Pacific, one of Hambros’ 
most vociferous sharehold- 
ers, yesterday welcomed 
the sale of the corporate 
loan book to G6n£rale de 
Banque. 

“We hope it is the begin- 
ning of the long overdue 
break-up of the group." 

The Hambros investment 
banking business could end 


up fetching more thaw the 
similar investment hanking 
businesses recently sold by 
Barclays and National West- 
minster Bank. City analysts 
said Hambros would do well 
to achieve a price above net 
asset value, which is about 
£220m. 

But a simple break-up has 
been complicated by the 
group's structure, which 
involves 52 per cent stakes 
in two listed subsidiaries, 
the Hambro Countrywide 
estate agency and Hambro 
Insurance Services, a loss 
adjuster. 

If a deal with Societe Gen- 
erate is announced this 


morning, as expected, it 
will involve only the corpo- 
rate finance, treasury 
and private banking opera- 
tions. 

There will be no bid for 
Hambros pic. which would 
require follow-up bids for 
the minorities in Country- 
wide and HIS. 

It is expected that 
Hambros would continue to 
operate after the sale of the 
Investment banking 
operations with its private 
equity Investment division, 
its fond management joint 
venture with Guinness 
Flight and its stakes in 
Countrywide and HIS. 


Triplex agrees 
Doncasters bid 



ERAMET GROUP 


The result for 1997 should be appreciably higher than In 1996 


The Board of Directors approved the course of action proposed by the 
Government regarding the swap of deposits in New Caledonia 

Erameft Board of Directors met on December 16 under die Chairman sh ip of Mr. Yy<aRantaudmrertewd^actr^and 
forecast results of the Group in 1 997, and the progress of the current p ro gr a mme of stuefies and capital expenditures. 


• Activity and forecast results ta year 1997 

in the nickel rfivMon. after a satisfactory third quarter, the fourth 
quarter was marked by political and soda! ti b artancei In New 
CaMorta. Production anti sates should nevertheless be greaser 
than those of 1996. Despite the drop in the nickel price, average sel- 
ling prices for 1 997 wilt be dose to those of 1996 In French francs, 
thanks to the higher dofbr parky. 

In the h(gh speed steel dhtaion, the market recovery accel era ted 
and mnsiaoed Into a significant improvement of order bools and 
de fi veries; these wtB In 1 997, finaBy be very cfose so those of 1996. 
Avenge sdUng picas for the year, expressed In French francs 
(axdudfof the effect of raw material prices), wifi be sightly higher 
than those of 1996. 

In the manganese division, the activity was s jorfac c cr y both in the 
sted sector and In the chemka! sector The deeSne in the Interna- 
tional prices of manganese for one as well as for jfioyx was com- 
pensated for by the hjghw dollar parity against the French franc. 

Under the cumwt cond M ons of operations In New Caledonia, the 
net result Group share in 1997 should be appreciably highw than 
that of 1996. 

* Programme of studies and capital expenditures 
la New Caledonia 

The reaibatfon of the Investment plan in New Caledonia continued: 
atTMaghi. the test open pit was put mu operation and the first 
shipments of ore should ate place at the end of 1997/b eg fri ring of 
1996. Orders for large capacity mining equipment wS be Maned 
and studies relative to the pre-treatment plant are m progress. 

Ac the Doniambo plant die construction of a fifth rotary kfin is 
con t in uin g and the sort-tip remains as forecast at the end of 1996. 
These Investments should alow a production capacity of 
60000 tpy to be reached in 1999. 

The joint study between Eramet SIM and QNI (Austria) 
a nnounced tttte end of October, aimed Kdrfnmg the eco- ' 



ramie viabtey ol a plant whidi would process Brnorto ores in the 
North of New Caledonia, was im plemented In November. 

bi the early pan of December, several meetings took place bi New 
Caledonia between Eramet. SLN, QNI and the two enginee rin g 
companies (Fluor Daniel and SofreskQ which e na bled the content 
of the stuefies and their timing » he defined 

• Swap of mining deposits ta New Caledonia 
The Board of Directors was Informed of the proposals prep ar ed by 
the Gowmma n t in view at making possfok the construction by 
FaJconbridgr and 5KSP of a pyromealkvg)ati pbnt of 54 $100 tpy 
opacity In tne North of Naw Caledonia. 

Despite the tijptB k a n t consequences of the swop betw ee n the 
Koni amb o deposit (owned by SLN) with the Fount deposit (owned 
by STTSP) on the activity, die competitiveness and the r efore the 
employment In the redwl tflvtnocvihe ErameA Board of Directors 
gave its agree m ent on the main issues of the solution considered by 
the G over nm en t and notably on <he creation of an ad hoc entity 
independent from a! parties, which would own the mining tides 
relating to the EM) deposits until a fail decision to bold the plant 
a taken and implemen te d. 

The Board of Directors requested the Enunetit ma nageme n t to 
achieve as soon as poB&Aa the nego tiatio ns which would slow to 
finalize aD the eomHpontfiqg documents and the d ec e nn ir nt to n of 
the indemnity which woufo compensate far the pre)udoe suppor- 
ted, and to report about ft to the Board. 

The Fren ch Governme n t Is com ma nd to afiowfog a far oompen- 
sarion to be d etern it md by international experts In c on fo rm&y with 
market rules. 

The finalized c o ntractual documents wfll be s ub mitt e d to the 
approval of the Eramet and SLNb Board of Directors as soon 
as the indemnification will be determined and that 
Fafoonbndgds Board of Directors wifi haw dearly indte*- 
] ted taintentiom concerning the content and the umkgof 
the study relating m this plane. 
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Notice of Conversion Price Adjustment 


DAEWOO COfVORATICM 

Daewoo Corporation 

QheTstMn 

(1J ULS. ssofioo/iao 0.25* Convertible Bends due 2006 
(?) U,s, $75,000,000 NR Coupon Convertible Bonds due 2004 
Notice is horaby gwen la U» Convartfofe Bend hoidara ol Daewoo 
Corporation, as ream of damns U.S. 355.000000 Conwmtito Bonds on 
March 2G. 1997 and U.S. SWaOW.OMCanvwtlbie Bonds an October 10 . 1997 
by taw. price than Iho currant market puce, under the Mima d Cm Trust Deed 
6tH) d each OommUbte Bond, die conversion price t* fif was decreasod 
from Korean Won M£47 to w.Sfli end the commen once of V)' ma 
decreased Iran Korean Wtin 20.012 tti 19453 per share aBectwa retroactively 
October 1.1997 
TheChmUanheBanSaifc 

teondonbcftaPot flCHASE 

Daewoo Corpora tion w 

Doeen*eM0,i997 


USD 500 , 000,000 

BANCADIROMA 


Receipts duel 

tomes Rats 596975 % 

Irceress Period December T 8 . T 997 
Martina 1990 
interest Amouit due on 
Mwhia 1996 off 
USD 1.000 USD 1433 
USD 10.000 USD 14822 
USD 100.000 USD 1 , 492.19 

jr£ Banque G£n£rale 
du Luxembourg 

Agent Bank 


Appointments 

Advertising 


appears in the UK edition 
every Monday, Wednesday 
& Thursday and in the 
international edition 
every Friday. 

For further information 
please contact: 

Toby Ftnden-Crofts 
t44 0171 873 4027 


By Richard Wolffe 

Doncasters, the precision 
engineering group, yesterday 
agreed a £194m ($32Qm) bid 
for Triplex Lloyd, after sev- 
eral weeks of speculation 
over the future of the cast- 
ings company. 

The recommended cash 
offer of 280p a share is more 
than 50 per cent higher than 
Triplex's share price three 
months ago, when rumours 
first emerged about a possi- 
ble takeover. Triplex shares 
rose lQp to 272%p yesterday. 

Triplex has been vulnera- 
ble to a bid since July, when 


it abruptly lost Graham 
Lockyer, its chief executive, 
following “strategic differ- 
ences” with the board. 

Doncasters, which is listed 
in the US, said it was pre- 
pared to pay a premium to 
secure an agreed bid and 
keep key managers. At 280p 
a share, the bid represents a 
multiple of almost 15 tfrnpfl 
analysts’ forecasts of £17m 
pretax profits. 

Doncasters is ftuxding^the 
deal through a credit facility 
from Credit Suisse First Bos- 
ton. hut will later refinance 
with a combination of equity 
and new debt 


MEPC chief 
quits following 
business revamp 


By Nonna Cohen 

Michael Blakenham. non- 
executive chairman of 
MEPC, the UK's third largest 
property company, yesterday 
announced his intention to 
resign in the coming year. 

MEPC, untD recently, had 
underperformed the UK 
property sector and its 
shareholders have been 
H^ffnanding that it improve 
returns. Some of its largest 
shareholders backed Ham- 
merson, its rival, when it 
approached MEPC about a 
merger earlier this year that 
would have seen off MEPC*s 

inflTiagpmg nt 

But in recent months, it 
has appointed a new finance 
director and director of cor- 
porate development. It has 
also restructured borrow- 
ings, sold the underperform- 
ing' small properties portfo- 
lio, announced plans to sell 
its US and Australian busi- 
nesses and cut the current 
year's dividend 

In recent weeks, the 
shares have risen strongly as 
investors digested improved 
earn trigs for the latest fiscal 


year. They closed 3p higher 
yesterday at 528‘Ap while the 
rest of the property sector 
eased slightly. 

According to the annual 
report for the year to Sep- 
tember 30 1996, Lord Blaken- 
ham received £95,000 at 
MEPC as non-executive 
chairman, up from £90.000 
the year before. The com- 
pany said the decision, to 
leave had been entirely Lord 
Blakenham’s own. 

In the annual report, 
posted yesterday to share- 
holders, Lord Blakenham 
said: ‘T have now been chair- 
man of MEPC for four and a 
half years and the time is 
coining far a new chairman 
to lead the company into the 
next phase of its develop- 
ment. I look forward to 
reporting further to share- 
holders when progress on 
this frost has been made. 

“In strategic aixi manage- 
ment terms, the company is 
. in mne ft stronger shape, and 
if the current good prospects 
for the property sector hold, 
which we believe they will, 
then 1998 should be a year of 
farther asset growth." 


| RESULTS 









Taraow c&n} 

Pi*4«* 

E» W 

E5 



tow be 
war 


Asda 


Cook (DC) 



Kingston Comm 


HDD _ 
•wVJtef 
Victory <J> _ 


bwMtmflm Trusts 


_ 28 Hka to Nov IS 

3 £ 1 fl 

( 3.452 ) 

190 

( 232 . 44 ) 

4JB6 

(057 ) 

071 

Apr 2 

081 


3.05 

6 rnttiB m Sept 28 # 

135 

( 17 ) 

279 

( 23 Z) 

97 

( 77 ) 

21 

Jan 19 

17 


5.6 

_ 8 rate to OCt 31 

106.5 

( 1005 ) 

1-85 

(272 ) 

295 

( 3 . 45 ) 


Jet 26 



24 

6 mttB to Sept 30 # 

72.1 

( 70 S) 

485 L* 

( 05714 ) 

6 . 69 L 

I 3 E 91 

- 

. 

. 



— 6 mite to Oct 25 

30.7 

( 247 ) 

182 

P-io ) 

3.5 

( 4 ) 

1775 

Mar 13 

1775 


4.125 

yr to Oct 31 

20.1 

(202 ) 

1.664 

( 2 - 88 ) 

5-8 

( 11.1 ) 

29 

Apr 30 

29 

4A 

4 A 

6 fflttB to Sspt 30 # 

74.4 

(709 ) 

12 . 4 LA 

( 5 . 1714 ) 

1474 L 

( 4 . 381 ) 

3.9 

Jan 26 

3.7 

- 

167 

mtha to Sept 30 §§ 

Baa 

( 715 ) 

34 - 5 L* 

P-lt-V) 

bus 

EE 91 

016 

Feb 16 

0.16 

. 


_ Yr to Sept 30 * 

124 

<-> 

0383 

( 0 - 0 iy ) 

- 

(-) 

- 

. 


. 


. 6 mite to Sept 30 

41.6 

( 41 . 1 ) 

3 J 1 V 

CU 354 ) 

147 

( 10 . 7 ) 

57 

Apr 6 

575 

_ 

ii 

6 mlta to Sept 30 

62 

( 504 ) 

6.81 V 

( 4.1 ) 

- 

(-) 

- 

* 

, 



.6 mtoe to Sept 30 19.80 

( 17-80 J 

69 ¥ 

( 15.1 ) 

2879 

( 4-05 ) 


Jan 29 

08 

_ 

47 

rafts to Sept 30 S 

Z36 

( 1-34 ) 

00144 

( 034 ) 


( 0 . 13 ) 

07533 

Feb 19 


. 


Yr to July 31 

58 J 

(S 3 ) 

6.15 

( 055 ) 

14 JJ 9 

( 1572 ) 

7 . 75 ? 

Dec 12 

7.75 



- 6 mtte to Oct 31 

409.9 

( 3448 ) 

042 

( 02 ) 

104 t 

f 107 ) 

28 

Apr 30 

26 

. 

77 

mtte to Sept 30 * 

- 

(-> 

3.481 

D. 13 L) 

1 - 6 LT 

(31 A) 

- 

. 

. 

_ 


Yr ID Sept 30 

404 

( 23.1 ) 

12 J 

(101 ) 

19.16 

C 1092 ) 

8.75 

Apr 6 

87 

129 

122 




AttSntsU* 



Canenr 

Dm of 

Cvmpondtag 

TOW tor 

TOM he 


■« W 

Mm (w) 


M 

PWmeot W 

ureww 

• dhMM 


year 


Aberdeen Naw Dawn 

_ B mtha to Oct 31 

16677 

( 25370 ) 

0497 

( 0708 ) 

7.15 

( 177 ) 

. 

m 

m 




- 6 nrtte to Oct 31 

123.16 

( 104.70 

4.12 

( 27 ) 

art 

( 57 ) 

oil 

Jan 30 

3 

„ 

1 ZB 

Ednwmi Japan _ 6 ntte to Nov 30 * 

110 

( 145 ) 

020 . 

( 0421 L) 

0 . 76 L 

( 179 LJ 




_ 

nfl 

JFUtwtiee 

Yr to Ok 31 

- 

^) 

- 

(■) 

- 

(-) 

1754 

Jan 15 

_ 

97 

7.94 

mac Mo» hKome _ 

. 49 eta to Nov 30 

1351 


0028 

(-) 

372 

(- ) 

098 

Fob 25 

m 



Murray Sptn 

_ 3 tfflte to Nov 30 

2897 

PB 47 §) 

0109 

( 0.741 ) 

17 

(I*) 

3.05 

Apr 3 

27 


12 

nmaiBaa tati 

- 6 Httte to Nov 30 

3047 

( 313 ^) 

0.103 

(0124 ) 

21 

(273 ) 

2 

Jan 26 

17 



Trainers 

- B mtte to Oct 31 

10177 

flOOOffl 

0068 

(0757 ) 

0/42 

( 0 - 38 ) 





09 

TempWtoe EmateiflO- 

_ 6 mtoB to Oct 31 

1387 S ( 154 . 8 XS ) 

283 

(277 ) 

07 

( 0.83 ) 

„ 


. 


1 1 

Inriati mdusmat -*• 0 mttBtoOti 5 

2467 

( 2557 ) 

0059 

P 74 ) 

47 

(27 ) 

- 

- 

- 

. 

i.i 

4 


l,a SL ^ w ®! 18 ^ cwTBtqjond&iQ pertod. 4 Alter exceptlonaJ cha^e. IpAftBr eoccepUanat crecflt. 

flCom parattm pro farea. §§Comparafl«s restated. fljPro tarns comparatives far ntae months. □Gross rental (ncomo. {Second intafnTcMni stock. 61 *-. 
414 monttB. tt Comparatives far tin monOs * Comparatfrss restatBd, ♦Rfth rtertn; flrat interim at li&p tw asront also retnamced. §At August 31 . 


REQUEST FOR EXPRESSIONS OF INTEREST 
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INFRASTRUCTURE CONCESSIONS TECHNICAL ASSISTANCE LOAN 
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engineering studies (only for toll roads and porta), and (h) environmental audit and/or ^ 

-:.S- toOkstoa that tfwy era quagfod to patom tteieretaa (brochuS 

sasr.ST'' 

4 ™ Bank's 

5. 

9 am to 6 pm. 

6. Expressionscif Interest mmt be defivered to the addrew below by no later than , -jpgg 



Comae Especial dePuertns 
Juan AhraroUra 
An Setaverry 2802, San Isidro 
Ura27-Pertl 
Phone (511) 462 9880 
(511) 463 2548 


Comlfe Espedai de Aeropuertoe 
Franci sc o Garda CateterOn 
Aeropuerto International Jorge Chavez 
EtflGdo de la Presidencia, CaUao - Port 
Telefax (511) 575 1088 


Comte Eflpedai Red V«i National 
Gufflermo Qitepe Reyna 
Av. SaJaveny 2802, San todro 
Uma27-Penl 
Phone (511) 462 9890 
(511)4632548 


V 
















RECRUITMENT 


rnwpm^i 4,**u ift'i ^ •■ 

«V»» prB f U*t that ,. 

* >t ‘ wu «'W ^ 

SvfWft 41 tiifljf W|iJi rttef. t, ll 

StSuSr i '., 

Pff I KVlRl I) WWrn^ n; j .* ~ - 

»w» »>« 

-»Ww«t».t-ui.,„ „ ■ ;-.■ 

; **»i j Lrt . ■ r ; ". 

•fcrteSwhtn* ,hu ,: .V ‘ 
•►..eWk.iJf .MM* in * 

^ ^ KUm rj, j .. 

****** m**hw 

i»aw .*aiohi v «. )l% ■. 

» w.^ 4w* t>«! ♦ ft ;.:;- ! : 

• WU^ .-K- NroubT !V 

jA k»»nMw n f I 

nmgUtoMh vt ^,1 .'. . *' 

ifeto sttmuuisi* fp V ;.. ;;. \ 

i.mwi'«nw **»«■'. ajv*« 

^ ^ ** «r.n *•„. 

*»* ftftMfl Th,***; tit*;; a • : ." ;, 


V'' 

.... ^ 
h**2 

“vr"? 5 ^ 

is: V** 
-V n.> 


, ’ l,,< ' | Hi 

' *' "' ‘-tft 

B -> . j Pv < 

.',.;*;-SHi! 

.: : i'*: 1, : :r - r »'GT 
■ . “ ,i '’ 

...... ' -'^v 

: r r ... “ ■* *0t& 

■. >. AV ' ° ni Tr 
• '..■■•'■ ! ^era 

■ 1 “''UTy 


EPC chief 
its following 
siness revamp 
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I t was not so. long ago 
that Cobol computer- 
prog ajnming sp prfaiict^ 
were digging their gar- 
dens In the belief that their 
knowledge had become as 
obsolete as the pony express. . 
Today they are commanding 
the biggest fees of their 
careers as they help compa- 
nies deal with the deficiency 
of digits that caused the year 
2000 computer prob lem 
Few, if any, companies are 
going to employ such people 
on a permanent basis. Such 
employees are, in effect, 
“just in time” people. The 
rise of the agency, particu- 
larly in the supply of infor- 
mation technology expertise, 
has helped to feed this 
demand for employees to 
perform specific tasks. 

It is one of the develop- 
ments noted In a report pub- 
lished by Chatham House 
Forum, a joint planning 
group of UK government and 
company members, setting 
out likely economic scenar- 
ios for the . industrialised 
world up to 2015.* 

It says unemployment 
among countries in the 
Organisation for Economic 
Co-operation and Develop- 
ment is running at about 
80m people which, because 
of different national report- 


Schools should teach pupils the skills needed to advance their careers, says Richard Donkin 

Important lessons in adding value 


mg procedures, probably 
equates to 60m people who 
are economically Inactive. 
The threefold increase in 
rates of employment that 
occurred beyond the mid- 
1970s, says the report, was 
caused partly because work- 
ing people won themselves 
hi g he r shares of the profits 
made by companies. Another 
reason lay in the transforma- 
tion of industry and com- 
merce, driven partly by the 
desire and ability to cut 
down on wage costs by 
introducing improved tech- 
nology. ThJs. in turn, 
demanded higher skins and 
reorganised workforces. 

Hie report says these fea- 
tures are likely to intensify, 
maintaining the existing 
high levels of unemployment 
u ntil the capacity of people 
to add value through their 
work comes more closely 
into line with employment 
costs. 

Using the uncompromising 
logic of the economist, it 
points out that in a free mar- 


ket people are employable to 
the the degree to which they 
add more value than they 
cost Those wbo have a low 
capacity to add value will 
only be able to attract low 
wages. 

While this appears to 
make sense, it does not deal 
with th e im dpr - utTii<oitirip of 
those who can add more 
value. Many of those who 
are paid low wages to serve 
hamburgers in fast-food out- 
lets would be capable of 
much greater wage earning 
Contributions were there the 
opportunities for them to 
demonstrate their talents. 

Similarly many manufac- 
turing workers freed from 
the drudge of repetitive jobs 
on assembly lines by the 
Introduction of multi-skill 
and self managed *«nn<? are 
beginning to make increas- 
ing contributions to produc- 
tivity by channpTling- ideas 

through suggestion schemes 
and team led problem- 
solving. 

The report’s assumption. 


however, that the path to 
higher earnings and better 
job prospects lies In upgrad- 
ing gfcflk seems reasonable, 
particularly in the light of 
figures it publishes that 
show the return on invest- 
ment arising to an individ- 
ual and a nation from educa- 
tion. 

A bar graph showing the 
social returns to the state 
from Investment In educa- 
tion In different parts of the 
world across different sec- 
tors of schooling showed 
none below 8 per cent and 
some, in sub-Saharan Africa, 
as high as '25 per cent. 
Returns to the Individual on 
personal investment in edu- 
cation were even greater - 
as high as 41 per cent for 
primary education in sub- 
Saharan Africa. 

As Oliver Sparrow, direc- 
tor of Chat ham House 
Forum and author of the 
report, says: "Returns over 
8-10 per cent are usually 
seen as attractive in normal 
commercial transactions. 


Education is, therefore, a 
spectacularly attractive 
investment for those who 
have access to it.” 

Given that the education 
system is the anvil on which 
the future workforce is to be 
fashioned, how well is it 
delivering the types of sk ills 
that are going to be needed 
beyond 2000? A clue to the 
answer of this question lies 
in the report’s three classifi- 
cations of skills. 

Firstly, there are what it 
calls core skills - the three 
Rs. IT literacy, managing 
credit cards and other ways 
of dealing with modem life. 
Secondly, it lists interper- 
sonal skills - the ability to 
deal with awiii and human 
contact. Lastly, there are 
specific skills, typically the 
technical requirements asso- 
ciated with work. 

It may be that the biggest 
input most education 
systems can have is into 
those core and interpersonal 
skills. But are schools deliv- 
ering the goods? Young 


people do not think so. In a 
recent Industrial Society 
report, almost two-thirds of 
some 10.000 people, aged 
between 12 and 25, thought 
that schools in the UK did 
not prepare them for work- 
ing life. 


T his view is backed 
UP in a paper pub- 
lished last week by 
Valerie Bayliss, 
director of the Royal Society 
of the Arts’ Redefining Work 
Project which points to 
some worrying deficiencies 
in the UK education sys- 
tem.** 

The paper, arising out of a 
discussion among financial 
institutions looking at 
responses to changing work- 
ing patterns, suggests that 
financial literacy should 
become an important compo- 
nent of the National Curricu- 
lum. Ms Bayliss says chil- 
dren should be taught how 
to run bank accounts, credit 
cards and how to organise 
pensions and mortgages. 


What about other skills 
that have become central to 
many types of employment? 
Is it not time that schools 
added touch-typing within 
their timetables? Some may 
argue that voice-recognition 
systems may soon make typ- 
ing obsolete but such tech- 
nologies are still in their 
infancy. Investment in 
touch-typing could make 
real efficiency gains that 
could translate immediately 
to screen based jobs. 

Schools might do more to 
increase the social skills of 
children, thereby helping to 
counter the erosion of family 
stability throughout society. 
But could teachers cope with 
such a burden? 

Where, also, should young 
people learn values, when 
they can no longer always 
rely on family role models? 
Mr Sparrow notes that some 
people take inspiration for 
how to react to a situation 
from television soap operas. 
This could have significant 
moral implications given the 
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subjects that are now tack- 
led by television. 

For many of those who are 
seen as the socially excluded 
in society, such methods 
could have a growing 
impact. 

“How a country structures 
its entertainment media and 
the tone that it emphasises 
in respect of interpersonal 
life skills will make a great 
deal of difference to the abil- 
ity of many people to find 
their way to a more realistic 
state of self-betterment,” 
says Mr Sparrow. 

Subliminal guidance by 
television may seem unpalat- 
able to some but. as Mr Spar- 
row points out, it Is already 
happening. A more impor- 
tant question may be: who 
controls the content? 

* Navigating Uncharted 
Waters, published bp 

Cfiatham House Forum, 10 St 

James Square. London. 
SWIY 4LE, tel fOWfi ITI 314 
2762, £75. 

Discussion Paper 4. 
Financial Services and the 
Changing World of Warfc. 
published by the USA. S John 
Adam Strcer, London, tel 
(0044) 171 Had 5115- 
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PRINCIPAL FINANCE GROUP - EUROPE 

Competitive Packages Directors & Associate Directors 


London 


The Ntkko Securities Co Led. has tola] ‘haiebokiers' equity of over US $5 bJbno, making it one of the besKapia&ed ntnmiin ml secuhoes houses in the world. It employs airarw 9,000 people wcrid-wxfc and has offices m 21 enuntnev 

Nikko Europe Pk, (he European aim of Nikko Securities, has recenrfy established a Principal Finance Group m London as pun of the ongoing expansion of the firm's mtematinoal cipiul markers Uiwness. The new group has 
been formed to utilise Nikko's strong capital base, underwriting strength and distribution capabilities. The group's main areas of focus will be in asset purchases wtth Nikko acting as pnncrpal. financial restructuring of asset 
pools on a principal basis and the provision of capital support for third parties m die development of asset origination. 

Opportunities exist for individuals io join an expanding Principal Finance Group at both Director and Associate Director levels. Candidates should have three to .set years' experience in a major investment bank and or 
relevant experience m a legal/accounling Gnn or rating agency. The ability to read quickly, deliver results and meet ughi deadlines b essential. European language skills are also desirable. 


Securitisation Professionals 

Applicants should possess an extensive track record of successful 
securitisation structuring and execution, including pricing and 
distribution of securities backed by longer-term receivables. Experience 
will be required in aD aspects of securitisation from the assessment of 
opportunities and modelling of the cashflows, to management of the 
ratings process and deal execution. Successful applicants are Kkdy to 
have experience across a range of asset dasses, possessing the ability 
to create innovative solutions and execute within right deadlines. 


M & A Lawyers 


Applicants should have at least four years’ experience in a quotin' taw 
firm or invesuneni bonk, with experience in acquisitions, MBOvMBIs, 
joint ventures, takeovers, competitive bids Tor companies or portfolios of 
assets, consortium arrangements and possibly equity capital raisings' 
IPOs. An exposure to the financing aspects of such transactions would 
be an advantage. The role is within a business tram and will be a front 
tine position. 


Asset-Backed Sales and Trading 

Applicants should have experience trading, selling, hedging and 
structuring asset-backed securities. Beyond pricing, dmnbuung and 
trading the debt products originated by PPG. the rote will involve 
working dosely wkb PPG members to asspa in modelling acquisition 
structures and asset-hacked and other debt capital markets products as 
pan of the bid phase of a transaction. Hus is an exceptional opportunity 
io contribute across all areas of the business. 


^ Sakura Global Capital 

DERIVATIVES MARKETING 

Dynamic and entrepreneurial subsidiary 
of Japanese Bank is seeking a senior 
officer to market predominantly to 
Japanese institutions within Europe. 
Applicants must be graduates, 
innovative, team players and have a 
proven track record of at least 3 years 
experience marketing bonds and/or 
derivative products. Fluent spoken and 
written Japanese and English are 

essential. 

Salary and benefits to be commensurate 
with experience. 

For further details please contact: 

David Scott, 5* Floor, 

42 New Broad Street, London EC2M lfK 

Tel: *44171 5229527 





O 


Successful ranriirhww; will be offered a competitive remuneration package. 

Please send a CV and covering letter ta Geagie Reisser-Westoo, Nikko Europe Me. 55 Victoria Street, London SW1H 0EU. Telephone; 0171 799 2222. 
■ftx017t 222 U92. ' 
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OPERATIONS MANAGER 


Challeng in g opportunity to join a dynamic, international financial institution 


Bahrain 


Highly attractive 
tax-free 

C <nnp gniBit i /in -f 

generous 

expatriate 

benefits 


Our client is one of the most prestigious financial 
institutions, with its headquarters in Bahrain and offices in 
other Ufestem financial centres. Its core business is to aa as 
principal and intermediary In International Investment 
transactions. The company has recently initiated a Funds 
Management Program which Involved placing funds with 
investment managers. 

P&rmecf expansion of both funds managemer* activities and 
treasury business, invoMng the introduction of new products 
and service is now underway. This has Jed to the need for a 
mature professional to play a key role In overseeing the 
development of 'hack-office' impfcations cf the expansion. The 
new incumbent wW direct and control ad operational and 
a dmin isn aii ve activities In support of the treasuy business and 
cKerrt accounts, as wefl as being responstole for the effective 
administration of the Internal Controls Unctions. 


To be considered for this role, you wil need to demonstrate: 

* An exceflent educational background, preferably with a 
Bankfog Optoma or equivalent 

* a first-class track record to back-office, treasury operations/ 
treasuyaudfcwfth a protyesshc, dynamic Itoandaf institution. 

* Hands-on exposure of Treasury products including 
derivatives, with a good knowledge of banking systems and 
corarolprocedms: 

* Exceflent knowledge of spreadsheets and other desk top 
applications. 

* Seffmotfcettd. flextofc an achiever and passionate for both 
corporate and personal success. 

■ Adienced conrmriicatton sWfls. with fluency In Engfish 

Thb represems an excellent oppomjnfcy for a mature, fcxward- 

thtoklng individual attracted to playing an internal role in a weO 

estab&shed tack-office* environment. 


interested candidates should write in confidence to Graham Thomas, quoting reference rxxnber 
6243, at Nicholson International {Search 4> Se lec ti on Consultants}. PO Box 29458. 
Dubai. UAE. or alternatively fw your decals to 97 14 557334 or E-mafl to nklibai9emiretes.neLae 

/VtfoaBa *atrto BdjXum Bra** Ona C2eOi Sfpu&BC tmx Geraur y Hotano HmjUng Hungary kr3a 'u* **'* 


A mgjor manufacturing company in the united Arab Emirates is looking for a 


m 


Nicholson 

International 

MIDDLE EAST 


FINANCIAL 

CONTROLLER 


Attractive 

package 


Based In the 
United Arab 
Emirates 


The company is a weB-estabUshed manufacturer of detergent s, aerosols and personal 
hygiene produce with te own brand portfolio: it aiso does contract packaging fbrmdtt- 
national brands. 

The person we are (poking for wfll have a CA or similar degree with experience in a 
skTiSar ixisitfon toa bfgernanufadurtog organfeatkto fbratleast5\ears. He wfll review, 
reftie and Implement existing cost control systems and be responstole ftr an aspects of 
finance and admfnfetratrve functions. He wflf also be respons&ie for presenting 
financial reports to management at requited frequency. This b a senior position 
requiring proven leadership and motivational skis. Previous experience In the Gulf 
markets would be considered an asset 

The remuneration package will include annua! airfare for the family, medical 
insurance cover, furnished accommodation, company maintained car. etc. 

Please apply with a recent passport s&e photograph to 

Ref: Financial ControBer 
P.O. BOX 28748, DUbaf 
United Arab Emirates 


Bcnunu RuaU SJnpeor* Span tartw lurkqi UX 


PROJECT FINANCE OFFICER 

The Inters American Investment Corporation, a 

muHHaicrat financial organisation based in Washington. 

D.C. taj ta opening forta Investment Officer for private 

sector financial projects in Latin America. Successful 

randM a to will possess die following qualification*: 

□ sbfliry to evaluate and structure complex financial 
transactions utilising debt, quasi -equity, and equity 
mstnnnenis 

□ knowledge tod experience hr structuring and 
negotiating financing for Latin Americ a n private 
sector companies 

□ n least 3 years of corporate lending or project finance 
experience 

□ bitingufl] capability in Englfah & Spanish; Portuguese 
aphis 

□ excelled Dral/wriPen comraurricaiMi ritiTU 

□ MBA m finance or equivalent 

Personnel A Administration Office 
1300 NY Aw, NW r Washington, DlC 26577 
Fax: (302)623-3824 


New Financial Times 
Appointments Section 

Trading Places 


For the announcement of 
changes to senior personnel 
within your company contact: 

Ben Bonney-James 
on +44 171 873 4015 


CORPORATE 
QUALITY MANAGER 


Attractive 

package 


Based in the 
united Arab 
Emirates 


Required by a major diversified group of companies in the United Arab 
Emirates, involved in manufacturing, trading and contracting, to develop, 
implement and maintain quality management systems. 

The person wfll be responsible for evolving practical systems and procedures 
leading to various International quality certifications. The Job requires a full 
understanding of quality management systems, ISO anti other quality 
standards and good romrrwnfcation and managerial skils to work with the Croup 
companies and coordinate with their respective divisions and departments. The 
training of staff at various levels wfll be a key requirement 
Applicants should have at least 5 years' relevant experience of establishing 
and maintaining quality management systems In a large organisation. 
A certificate of Lead Assessor and Trainer would be an advantage. 

The remuneration package will include furnished accomodation, company 
maintained car. medical insurance and annual airfare for self and family. 
Applications with a detailed CV and a recent passport size photograph 
should be sent within 14 days of this advertisement to: 

POCQM 

P.O. Box 28748, Dubai 
United Arab Emirates 


J 


European Patent Office 
in Munich 


The European Patent Office (EPO) is an intergovernmental organisation which 
grants patents on behalf of its 18 Member States. The EPO is recruiting a 

portfolio manager 

for its pension reserve fund with a fast-growing portfolio currently in 
excess of DEM 2 billion. 

Minimum qualifications: 

■ a diploma of completed studies at university level; 

■ good knowledge of two of the EPO's official languages 
(English French and German), and the ability to understand the third; 

■ knowledge of non-European equity markets, including emerging markets, 
and investment funds is necessary 

Conditions: 

■ An above-average salary, free from national income tax, comparable 

to those offered by other international organisations and a comprehensive 
package of social benefits (health insurance, retirement pension, etc) 

Application Form: 

■ This is available from the Directorate Personnel. 

European Patent Office. Erhardtstrasse 27. D-80331 Munich 
(Fax: +89/2399-2706) and must be returned completed 
(quoting ref. No. EXT/750J by 19 January 1998. 


t 
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FINANCIAL TIMES 


FRIDAY 


DECEMBER 


19 1997 


Wir sind eine der groSen privaten Hypothekenbanken mic einem Bilan zvolu men von 
uber 85 Mrd. DM und fiber 700 Mitarbciterinnen und Mitarbcltcrn im In- und A us land. 

2ur Verst arknng suchen wir fur die Abteilung Trcasury/Kapitalroarkt in unsecer 
Zentrale Frankfurt/Main einc/n 

Capital-Market-Assistant 

litre Aufgabe: Diese vom Investment Banking gcprfgte Aufgabe schlagt die Brficke zwi- 
schen der RHEINHYP und den internationalen Kapitalmarktcn. Um dies zu reallsieren 
und die Anleger fiber unsere Produkte zu informieren, mussen Be rich te und Artikel 
verfaBt, Produkt- und Marktveranstaltungen organisiert, Roadshows und Fachvortrage 
vorbereitet und durchgefuhrt werden. Weitcrhln pfiegen Sie die Beziehungen zu Racing 
Agenturen, koordinleren und bereiten RatLngmafinahmen auf und informieren die 
Agent uren fiber aktuelle Produkte und Entwicklungen. 

Ihr Profils Sie haben cine abgcscblossene Ban kausbil dung Oder eln bankbetricblich 
orientiertes Studium und Berufserfahrung im Investmentbercich Whit Schwerpunkt 
Kapicalmarkt gesammelt. Ihre Markt- und Produktkenncnisse sind .iimfangreicb, Ihre 
Englischkenntnisse verhandlungssicher in Wort und Scbrift. Von Vorteil sind 
Grundkenncnisse in internationaler Vertragsgestaltung im Kapitalmarkt sowie 
Auslands erf ab rung. Ihre Arbeitsweise isc selbst&ndig, Sie kdnnen sich gut in Wort 
und Scbrift ausdrucken und haben ein analytlsches Verstandnis. Ibr Auftreten 1st 
sicher und korrekt. 

Unsere Leistungen: Wir bieten Ihnen cine intcressante und veranewortungs voile 
Tatigkeit in einem kleinen, kollegiaien Team, eine anfordcrungs- und leistungsgerechte 
Dotierung sowie uberdurcbschnitxliche SoziaJIeiscungen. 

Reizt Sie diese Aufgabe? Dann scbicken Sie Ihre aussagekrlftige Bewerbung bitte an: 
RHEIN HYP Rhein isebe Hypothekenbank AG, Zentrale Person alabteilung, Taunustor 3, 
D-60311 Frankfurt. 


Wir freuen uns auf Sie! 


RHEINHYP Sfe. 

Rheinische Hypothekenbank 


FT 


FINANCIAL TIMES 

Head of Statistics 

Hu Financial Tones, one of the world’s leading global business newspapers is read by mote than a million 
people in over 140 countries. 

We wish u appoint a Head of Statistics who will take responsibility for die origination, production and quality 
control of data in the newspaper and its electronic publishing ventures, in particular our successful web ate. 

We are looking for on outstanding individual with the managerial and budgetary experience to lead our complex 
statistical operations; the e ntr ep re neurial flair to create successful new products; and the personality to play an 
a m bassadorial role in promoting FT statistics. 

The successful candidate will. have a Strang background in statistical methods and their co mm er ci al application 
with particular emphasis on finance and economics. Publishing experience, particularly in electronic media is 
desirable. 

Based in our London headquarters, this senior position will command a competitive salary. 

Application should includ e a CV, details of current remuneration package, and a one page critique of die 

statistics produced in the newspaper and on the web site (http^wwwJTxom). dosing, date; 9 January 1998. 

Robin Pauley 

Managing Editor 

The Financial Times Ltd 

Number One Southwark. Bridge 

London SE19HL 

The Financial Tima is an equal opportunities employer, and employs people solely on the basis of their 
abilities. 


CREDIT MANAGER 

Required for leading Middle East Bank 
THE POSITION 

Managing all credits emanating from Middle 
East in general and GCC in particular including 
sovereign credits and those of financial 
institutions, corporate and private banking 
customers. Responsibilities will also include: 

□ Credit evaluations and preparation of credit 
applications for all transactions, including 
structured deals and project financing 
proposals. 

□ Country risk assessments for short/medium 
and long term exposure. . 

□ Total control of credit policies and 
procedures with raanagementfsupervisory 
responsibility for internal reporting and 
regulatory compliance. 

EXPERIENCE AND QUALIFICATIONS 
Q A minimum degree of graduate in 
Economics and/or Commerce with special 
emphasis on finance «nd for mal training in 
Credit Analysis. 

□ A minimum of 10 years experience in a 
similar role in a leading Arab financial 
institution within GCC countries. 

□ Knowledge of Islamic banking products and 
an ability to work independently on credit 
derivatives and assessment of credit risks in 
these products. 

□ First band expe ri ence of syndication of loans 
and ability to function as a gwn 

□ Thorough knowledge of the banking systems 
in the various GCC countries and other 
Middle East countries in addition to full 
understanding of financial and reporting 
methods and Central Bank Regulations. 

Salary negotiable up to £40.000 per annum plus 
benefits. 

Applicants should send their curriculum vitae ■ 
with salary and benefit details to: 

Box A6030, Financial Times, 

One Southwark Bridge, London SE1 9HL 


LEADING ITALIAN BROKER 

seeking to expand the highly successful options 
team in Its Swiss office requires the following: 

O Senior Broker for T-Bond OTC Options 
O Experienced broker for Bund OTC Options 
O Experienced broker for CAC 40 OTC Options 
O Experienced broker for DAX OTC Options 
Pre-requisites for the above positions are: 

O Economics degree 

O At least two years experience in broking, sales 
or trading in the relevant markets. 

Competitive salary, benefits and perfonnance related bonus scheme. 
Company Registration No. 3062716 


Jlfe 


Write to: JTB (UK) Ltd- 
Avenue Alfred Cortot 7 A. 1260 Nyon. Suisse 



SENIOR FINANCIAL 
ECONOMIST 

j Markets Division 

Tire’ Bank of England’s to work as i* Senior 

wishes to recrait an experienced f" ^ information that can be 

Research Adviser. We conduct ^ monetary policy, 

extracted from financial Dmsron s 

You wiU be responsible for <teveIopu^_ projects: and 

research strategy; supervising » m a [ so contribute to special 
conducting your own Mley Commit tee. Information 

presentations to the Bank s Monetary ^ Bank s analysis of 

from financial markets plays acruc P^ involving a high 

monetary conditions making this a challenge to 

degree of responsibility. 

Key requirements For the job are: ^^ics with 

• an excellent track record m researc J strucnjre models and 
particular focus on asset pricing (e.g. «rm so 

derivatives); 

• strong communication and supervision skills: 

• a high degree of personal commitment, flexibility and enthusiasm: 

As weli as die specific job described 

the Division for financial economists with expertise in ass k 
research (including equities). 

remuneration package, to 

Tim Kidd, MS SDU BB-3, Bank of England. M 

Threadneedle Street, London EC2R 8 AH ^ 

by Friday 9 January 1998. ? 

The Bank of England is an equal opportunities employer. ^> <1^ I 



OF OPF!QRlVNirY 

*W>^ SCH 

i^irpttDictsgandaqdwtt 

msftM world** fast** . 

Ilos. Wo sook EngSs|Mpo*klng caodWatw * or .™ 


VP. Product pi 
(CAJ 
VP. I 

(CA, USA} 

VP. « 

(CA.U8A) 

VP, I 

tar Duaala paoocow) 
vp. rtwarei i and 
OwfaiWP— 4 
vp Human Rasourcoa tar 
EMfan EurofM (Uoocm) 
VP, lag* tar EWtara 
Etropa (Uoacow) 

VP, Lsgal tar Russia 


'Ptb^wn Oracttr. Mdahoflo 
£ r SteSos(CA.USA) 
.'Ihr— 1 Oh o c t o r for W i mw i 
E orop# (Op«n) 

' Ifc nrgnr 

~-‘Vlgtanca (Mm Europe 
E ap w te ico d Pbot mo coudcil 
• Uanagora (Eastern « 
W a ate r n Boopa) 


Haoogtra (Wortdwfcta) 
Bqwten c od H—n fa 
TVU ur ul ods te l C nglno OT 

{Wortdnfcte) 

Mamai Aufkn (HOOOOW) 


H— l rovlow ICN company information which can bo found 
at our wabstto; wwwJCKPHARILcom Ptoaso forward your 

i— i no, Introductory cow I otter and salary rorpriromonta (aU 
In EngOsh) toe ICN Plaza - World Headquarters, Joo Disbonnott, 
Director of Corporate Human Rosourcos, Box FTL12177, 

3300 Hyland Avanua, Costa Mesa, CaRfomia 
92626 1MJL Fax: (714) 641-7268 Principals only: 

E No phono cads, ploaso. 

ICN seeks a averse EngfsttapealdnQ mrit tome. )CN Pharmaceuticals, 

tncOoos not ofcertmnafo nto employttmrt potd&& many any pnh&ud 

tytx at caunay at k u a t tea k s m ! loos «ocft g nom onpkymoniprx&cas 



Social Security Expert 

as Counsellor to Government Institutions 
and Social Security Bodies 

FOR ASSIGNMENTS OP G IfONTBS TO 3 YEARS 
(KjG. 30 ifONTBS CV MOSCOW AS COUNSELLOB. ON 
SOCIAL PABTNEBSBDP, ACODXNT BtSUXMfCB, HEALTH ETCj 

GVGia a non-profit association covering nearly all branches of 
Germany’s social security system. We provide project ma n ag em ent and 
implementation services in the field of internatio n al social security on 
behalf of the Federal Government, the European Union and the World 
Bank. 

RwponmbilitieK 

The successful candidate will act as government counsellor in Central 
and Eastern Europe, closely co-operating with both natio nal , decision- 
makers and international organisations. In his/her task the expert will 
be supported by GVG’a Cologne braneb. 

Qualifi cations: 

♦ University graduate 

♦ Tbn years experience in the field of social security 

♦ International team work experience is preferred 

♦ Fluent in English (knowledge of other la n gua g es is an asset) 

♦ "Inter-cultural sensitivity" 


Qualified applicants should Bend their appli 
curriculum vitae, reference s and a photograph l 


ilication along with their 
to: 


GESELLSCBAFT FCR VERSICHERUNGSWISSENSCHAFT 
UND GESTALTUNG E-V. (GVG), 

Attn. Dr Vblker Lei en bach, Hansaring 48, D - 50670 Cologne 


. Our efient, a successful US based Hedge Fund, . 
I seeks to recruit a high calibre individual to Join | 
I their London office as en I 


■ The position requires 1-2 years relevant ( 

I experience, proven analytical skills and a | 
I thorough understanding of business practices In | 
I the region(s). Fluency in at least one relevant | 
I language is required (Russian, Arabic etc.). | 
I Salary range £35,000 to £60,000. I 

I For information please contact Pieter Routing at . 

■ XFS Xtream Financial Search i 

van Wutfeniaan 4. 1251 CW L®sr? (NH) the Netherlands ! 

II Tat (31 >358381 505 Fax: (31) 35538 1887 0 

1 e-mail: houting9xhtoom I 

1 - I 


Appointments Advertising 


appears in the UK edition every Monday, 
Wednesday & Thursday 
and In the International edition every 
Friday. 

For further Info rmati on please calkKarl 
Loynton on 444 0171 873 3694 


International Consulting 
Opportunities: 


IntBfssflng long and short- 
term advisory (tries to 
m oderni ze accounting at 
banks aid central banks in 
emerging economies a 
highly successful, U.S. 
b a a ed . Intamstiond 
consulting Ann. ^xHvkluais 
whxp. in book accountbig. 
bank supervision, bank 
operations, credit training, 
8 asset fataHy mgmt. 
pieasa respond. Excellent 
remuneration and growth. 
Retted accoundng offiesrs 
may abo contact 

PO Box 16574 
vitosMngtan, DC 20041-USA 


LesEchos 


The FT can bdp job reach 


F ranc e Our Toth wrth ihe 

fhedi hiw nevnpeper. 

Lem Eiftcs. giva you ■ teikque 

raenmmew adranUtn* 

| oppoitusty B>aqma{he«n ihe 
FT, Eenreai icadenMp and 
» Ihnbcr euget the Fnxxh 
b grtnc ueorid. 

Fw intoniiKKMi an racce mid 
[ bnber detail pteMeKkpOm: 
W Layntcoon 
*44 171 S73 369* 


CAPITAL MARKETS INVESTMENT 

Advisory Positions 

epsilon Investments Limited is an investment and advisory company. We 
have built up a strong and defensible niche because of our knowledge and 
experience within worldwide capital markets and demand for our services 
now requires us to add 2-3 more people to our team. 

We are looking for motivated. 

• Self Starters 

• Ability to work in a team 

• Ability to present ideas concisely both orally and in writing 

• Experience in fixed-income and/or equity markets/emerging markets 

• A foreign language (Spanish, Russian, Japanese or Mandarin) would be 
an advantage, but not essential 

• Ability to persuade others 

Those who feel that their skills and aptitude match our criteria are 
encouraged to apply to the Personnel Manager at the address below, 
enclosing a full CV, and a telephone number where they can be reached in 
confidence. 

Epsilon Investment Limited 
International House 
1 St. Katharine's Way 
London E I 9UN 

Epsilon Investments Limited is regulated by the S.F.A. 


ACCOUNTANCY APPOINTMENTS 


The European headquarters of an international 
software company is looking for a 

Financial Analyst 


Paris based 

Working closely with and reporting to the 
European Division Controller, you will be 
responsible for all financial and management 
accounting systems, covering Northern 
Europe; 

* Monthly European reporting for UK, 
Ireland, Germany, Switzerland and the 
Nordic countries. Review of individual 
country, variance analysis, 

• Weekly and daily revenue forecasts and 
review of all divisional performance- 

■ Maintaining a JD Edwards database and 
providing technical support to local 
offices. 


280 000 French Francs 

• Project and analytical work on request, 
including B/S review, new procedures, 
investments etc. 

Aged 23-27, you should have a university 
degree and have 1-2 years experience in 
a US company in a similar position and/or a 
*big 4* audit firm. You should be fluent in 
En glish and another European language. 

If you are interested in this position, please 
omH your CV to Benoit Mooter, Michael 
Page, 3 Boulevard Bineao, 92594 Levallois- 
Perret Cedex, Paris, France. 

hrrp^/wwwjnpfranceuxjm quoting 

reference BM 19259- 


Financial Director 


Cheshire 

Our client is a £25 million turnover multi-site 

manufacturer and distributor of specialist 

building products. It is an autonomous 
subsidiary of a -UK pic and has strong potential 
for organic and acquisitive gro w t h . 

Due to an imminent restructuring, the 
company is looking to recruit a Financial 
Director. As a key member of the senior 
management team, the main areas of focus for 
the incumbent will be: 

• Re-engineering of the finance function. 

* Developing executive information systems. 

• Developing and appraising strategies for die 
division. 

* Assessment of acquisition opportunities- 
■ Maintaining effective financial control 

through delegation and overview- 


Up to £50,000 + Car + Bonus 

This role will suit someone who is a lateral 
thinker and who can demonstrate a track 
record of change management/strategic 
development and strong financial management. 
The successful candidate will be a qualified 
accountant with at least seven.yeara post 
quali fi ca t ion experience, ideally in a fast 
moving manufacturing company, a volume 
distributor or a building products supplier 
Relocation assistance will be provided 
if necessary. 

Interested candidates should send their 
curriculum vitae and salary details to 
Davtt Gunning ACA, Michnd Page Finance, 
Clarendon House, 81 Mosley Street, 

Manchester M2 3LQ. Please quote 
reference 389402. 


Michael Page International 


Inttmaaopd Rtc iui me i M Cqnnh ma 

London AmModaua Dm^tdotf Fnmkfait Madrid Mg«a Hoag Koog Sydney Mribounie Auckland New York 


Michael Page -Finance 

Specisfezg In HniodiS RconitnKU 
London Bratal Rp nrfnghMn Rllnl«iyl i Lcubah ead 

MaMeti head Mmehaar Mflaa Kernes No itin o ha i n Rtefa StAftnnS t fattu fc 
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Director of Finance 

c £50,000 + Benefits 


C X3U,UUU + Benefits Reading 

p 5 Group, die Royal Mai is regarded as one of the world’s leading postal systems. The 

y Mail provides an efficient and economical collection, sorting and delivery service within the UK and 
overseas, as well as insurance and specialist business services. Current turnover is in access of £5 billion with 
probes of around £300 million. 

An opportunity Bas arisen for a Finance Director in the South Central Region. Reporting directly to the General 
Manager, the role will involve strategic 'development and financial support as the finance function undergoes a 
major change programme. 

Responsibilities will include 

• Providing quality information and professional advice on the management of die division to achieve business 
taraets. 

• Influencing and deploying cross-process' divisional strategies. 

• Leading the development c*f Finance and Information Systems teams. 

• Liaising with senior personnel Co influence and shape Royal Mail’s financial policies. 

The successful candidate will be a qualified accountant and able to demonstrate: 

• The ability to inidate and plan for si gn i fi cant improvement in business performance, with a strong commercial 

focus and a positive orientation to change. ° 

• Proven management experience achieving results through setring dear priorities and standards. 

• Excellent interpersonal skills and an ability to work effectively with people in a variety of contexts, leading 
teams and working as a T eam member. 

Interested canrfidates should send their CV to Matthew Morris at Michael Page 

Finance, Page House, 39-41 Parker Street, London WC2B 5LN. Please quote r— 1 

reference 388683. U* 


Senior 

Telecommunications Analyst 


Asia Pacific 

A malOT telecommunications company with revenues 
in excess of US$7 billion is offering an opportunity for 
a Senior Telecommunications Analyst for the Asia 
Pacific region based in London. 

Duties include: 

• manage and lead a smaH team of business analysts 
to develop corporate strategies and business plan 
objectives for Asa Pacific 

• provide commercial and financial advice to senior 
management to support strategic decision making 
and new investment 

• review the effective! ess and performance of current 
strategy and investment decisions 


£50 - 60,000 + Bonus + Benefits 

• analysis and assessment of existing operations 
performance to identify new opportunities and 
areas of improvement 

The candidate must be a chartered accountant 
with a minimum of five years post qualified experience 
and several years experience In telecommunications 
finance relating to the Asia Pacific Region. 

Interested applicants who feel they match these 
requirements should forward a detailed Curriculum 
Vitae to: Alai Lynch at Robert waiters As s ociates, 
10 Bedford Street, London, WC2E SHE. 

Tel: 0171 379 3333. Fax: 0171 915 8714. 

E-mail: alan.lyTichCrobertwaltors.com 



Corporate Finance Manager 


Price Waterhouse in London 

The Corporate France Group of Price Waterhouse is 
a market leaden In 1996 we acted as lead adviser on 
approximately 130 transactions in the UK with a combined 
deal value of over £3.7 bilfion. We have a strong team of 
professionals advising on a varidy of transactions lndwfing 
M&A, MBO/MBI, joint ventures and finance raising as well 
as undertaking public company advisory work. 

We need to add to.our M&A team via the recruitment of 
an additional top quaBy manages You are likely to be 
an ACA, wffl have a minimum of six years’ International 
M&A experience and vriff be used to opexatmg witfi 
efients at Board level. Strong communication skills 


£Compethxve 

are required as is a readiness to travel as necessary. 

In return, we offer outstanding prospects and a competitive 
remuneration package which will include membership of 
our flexible benefits scheme which atows you to expmt 
a preference for those benefits which suit you. 

Interested c an didates should send a comprehensive CV. 

quoting ref. CM0S9 tm 

Charles Madeod, Price Waterhouse, 

32 London Bridge Street, London SE1 9SY. 
fee 0171 9393131. 

E-mail: Charles _Madeod@europejiotes.pw.com 


Price Waterhouse 


Price Waterhouse is authorised by the institute of Chartered Accountants in England and Wales to cany on Investment business. 


<:■ . ' f -i. 


“One of the World’s Largest Businesses " 
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CORPORATE ACCOUNTING 

c£70,000 + Car + Bonus + Benefits 

Our client is a Central London based FTSE 100 » Development of new systems and reporting 

Company, dearly recognised as a market leader in procedures, for the production of annual and 
its field, marketing products in over 100 countries. corporate results 
Due to an internal promotion, a high calibre 

individual is now required for this challenging role • Planning and resourdng of a high profile group 

based at its prestigious Corporate Headquarters. accounting team. 

Assisting the Group Chief Accountant you will 

play a pivotal role working with senior financial You will be a qualified accountant with previous 

management across the group. You will be experience of leading and driving change at a 

responsible for a diverse range of duties and high senior fevel with a large accountancy practice 
profile projects induding: and/or sophisticated, international, commercial 

• The management of the group's global enterprise. For the successful candidate, there are 
finandal reporting systems excellent prospects to develop your career. 


IlMywji on 0171 209 lOOO or send/feat yon r CV 
[qnotfng ref FTOM5) to FSS Financial, Charlotte House, 

1* WtaMhan Street, London VW2DV. Fans 0171 2090001. , N 
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- Outstandi ng Finance Professionals ; 

London & Dublin Comprehensive Package 

The success of The Coca-Cola Company stems from some of the most enterprising marketing activity around, and despite being the number one brand in the 
world, we’re still thirsty for more ways to reach more of our consumers In more places with more of our products. We’re now looking for two commercially 
oriented finance professionals who can provide strong finandal direction and support to two areas of our Business. 


Senior-Financial Analyst (Ref 5221) 

Based in Hammersmith and reporting to our North-West Europe Division 
(NWED) Finance Director, key challenges vjrt|TS£dwfe: 


Commercial Services Manager (Ref 5222) 

Based In Dublin and^epprtjMjto the Region Head of Finance, your key 
challenge wl|W^pppiSB® -appro pri ate <ortmerdal finance analysis to 
support sttff^^fh6iu^ss dedsfcfct^Tl^hftll indptle: . 


» Providing financial support for key stK^egfes v^thin NWED 

• Leading value chain analysis, rorw&e&r analysis and other protects 

across all five countries In the Dh/oSxf ' & 

■ Developing skIHsto be equippedi^r'fature^ger f 
probably at Country Finance Mfflpger leiefc- ACjf .... ■ C 

• You will have between 3 qfid‘6 yej^s post' q^Wcatioal^ianOTf 

Analyus based exp«iaiGe ||f J| 


^rf»qth i roles, you will have a blu^ ^p ^a^^^ationaT^ffijniney^gpir^to 




support 

dj -^sistir^6%^3r«fer2rtion of 

“ 7 ??? Accurate and time^r i i .ti^)uToe -3 n^ibrt l hpv^and 

footing sj^ems 

-ftaF* • Pttnfopina systems and processes tp»evaluate marketing investment 

I^Rd 4 ^e»o _-^ost qualification Finandal 

i ati on aL^hriron rnenl^Expcaii re^ ala^tledl^G^br^hisation or dose customer 


tfjkyou Will regarthenher petition as an enfiy point into the CbaPCQ^sptartX'one of the most jJ'restiglous and best regarded global 
jnkgjtojgpytie most out of us jand us from you), you must Piayp^g^^rattitude to your career and be willing to move intemationally.- 
^.ii^fejie^^^bh^^^q^im^ortance a^yve^^BK^Mj^iperienc^s of different cultures and backgrounds to be of immense 
^^^ ^V^^^ «^6iK^c‘ranyjgay^&^^ ^ '3&ra sxn fesr< ri 41ieWfore any second language ability and previous international exposure 




In return, we tfeyetopmem induding the opportunity to progress into general management in the future. 

Comprehensive executive ben c^'^ete^^eopportu n ities. please apply, enclosing a full CV and remuneration details to our consultant Jonathan 
Jones at Jones Christopher. Please quote JJ4532 on all correspondence. 

Any CVs sent directly to The Coca-Cola Company will be forwarded to Jones Christopher. 

[ones q Christopher 

riNANiriAl RFl'UUITMtN T CilNSUlTANTS f 

Jones Christophon 4th Floor, Linen Hall, 162-168 Regent Street, London W1R STB. Tet 0171 306 3202. Fax: 0171 734 6280. 


Finance Professionals/Business Analysts 

London, Southend and Leicester 

Midland Bank is a whoDy^Wnitf subsidiary of HSBC Holdings pic. which with over 5,500 offices 
in 79 countries and lemtorics is one of the world's largest bonking and financial services 
organisations. .. .. ... « ^ . 

Midland Card Services has a number of challenging opportunities for qualified/pan qualified 
accountants and business analysts. These roles, attracting excellent remuneration packages, are 
essential for onr continued success and expansion. 

• Financial Controller. Consumer Services. Southend - you will be responsible for business 
analysis and financial control for our credit card business, managing a team of 18. 

• Business Analysis. Consumer Services (Southend! and Merchant Services (Leicester) - these 
roles involve financial/busine&s planning, commercial development and customer 
arfonnarion/analysis which contribute to rctentianrieauicment and profitable growth. 

■ Business Analyst. London - your activities will consist of investment appraisal, cross business 

projects, finanrial/business planning and commercial development 

• Finance Manager. London - your duties will include business performance reporting, profit 
forecasts, strategic plans and industry studies. 

Ideal candidates will range from port qualified accountants to. for the senior finance roles, 
accountants with five years plus post qualification experience. Other relevant qualifications will be 
considered. Previous cards industry experience would be a significant advantage. 

Excellent analytical/modelling and communication skills, the ability to make effective use of IT, 
combined with a high degree of self motivation will ensure a successful career in this demanding 
results oriented organisation. 

To apply please write enclosing your CV, currem salary details and your preferred role and location, 
together with a one-page summary explaining how your skills and experience meet our business 
requirements, to: 

Personnel Administration 
Midland Bonk pic 

Griffin House GH109 t .. 

iTk Pennine Centre 

41 Silver Street Head 

. J V* 1- Sheffield SI 3GG 

Midland Bank 

ticntji b|iul oppottunitK' 

Member HSBC Group finj'IniiY 


Merrier HSBC Grtvp 



IT Appointments 





Recruitment section 


is also available 


all week on 


www, FT.com 


Ip ABN AMRO BANK NV 

Business Analysis / Banking Experts / Management Accounting Specialists 

Attractive remuneration packages geared to attract and motivate tc>p calibre individual* 

Positions are available in several areas of ABN AMRO Bank which deal with client information across 
many of the Bank's lines of business. This truly Universal Bank with a global network has embarked 
on several leading edge initiatives which require high calibre professionals with a proven track record 
in business anal ysis. 

We are seeking Business Analysts to have extensive interaction with users to translate requirements 
into working solutions involving leading edge technology. 

Ideal candidates will be client - focused and will have familiarity with data modelling and interface 
sp ecifications We prefer randidahis with skills and experience in one or more of the following areas: 
client/server, data modelling, general ledger systems, activity based costing. Year 2000, The Euro. 

Deriv a t iv es, Fixed Income, knowledge management systems, client management systems 
and project management 

Excellent communication skills and experience in project planning are required. Both permanent staff 
and co n tractors will be considered. No agencies, please. 

Applications win be treated with strict confidentiality. Initial contact will be by mail unless otherwise 


Candidates should forward thdrappikatum induding full CV and brief description of current employment to: 
Beaty Plaza 

ABN AMRO BankNV 
4 Broad gate 
Umdon EC2M 7LE 


INTEGRATED EXPLORATION 
SYSTEMS (IES) 

IES is the leading provider of software and 
services for seismic sequence stratigraphy and 
multi-dimensional modeling of petroleum systems 
and its PetroMod product line is in use at oil 
companies worldwide. IES is expanding its 
activities and the following position is open: 

Sales Manager, North and Latin 

America 

Base: Houston/USA 

Direct and distributor sales of software and 
services. Requirements: Minimum of 2 years 
successful selling of geoscience software and the 
ability to familiarise - together with our 
experienced support staff - potential customers 
with complex geoscience software. 

IES offers very competitive employment 
conditions. The home base of the. sales/support 
staff is Houston. Software development 
headquarters are in Juelich, Germany. 

Said resumes by fax to IES at: +49-2461- 
58616 (Germany) 
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INTERNATIONAL CAPITAL MARKETS 


Bundesbank helps bunds to rally 


GOVERNMENT BONDS 


By Simon Davies in London 
and John Labate 
in New York 

Government bond markets 
performed strongly yester- 
day. encouraged by over- 
night weakness in the US 
and Japanese equity markets 
and the decision by the 
Bundesbank, the German 
central bank, to keep inter- 
est rates on hold. 

Uncertainty in Asia, with 
the Korean elections bring- 
ing in a new president who 
had criticised the toughness 
of the IMF's bail-out condi- 
tions, continued to provide 
fertile conditions for bond 
markets. 

GERMAN BUNDS rallied 
as expectations of the next 
interest rate move shifted 
further out The Bundesbank 
did its bit for the market, 
lowering its forecast for 
money supply growth, and 
suggesting that interest rate 
convergence should be 
towards the core members, 
such as Germany. 

However, the news was 
not all good. The market 
shrugged off the announce- 
ment that the government 
would auction DM30bn of 
10-year bonds in January 
and a further DMlObn of 


30-year stock. This was far 
more than had been antici- 
pated. 

“The idea is that they will 
get as much long-term issu- 
ance as possible while yields 
are at these levels," said 
David Keeble, government 
bond strategist at CS First 
Boston. 

Nonetheless, the March 
contract in London settled 
0.33 higher at 104.72, albeit 
on thin volumes of just 
under 89.000 contracts. 

Heinz Gunasekera, bund 
specialist at UBS Securities, 
said the M3 data was very 
good. "It was also a very 
upbeat press conference 
from the Bundesbank this 
morning." he said. "But 
most of the good news is in 
the prices already.” 

The yield curve flattened, 
with domestic investors buy- 
ing longer-dated bunds, and 
the yield on the benchmark 
10-year bond edged further 
towards its historic low of 
5.23 per cent 

“We’re probably not going 
to get another rate hike until 
May,” said Mr Keeble. 
“When you get a realisation 
of this in the market, yields 
could reach record lows.” 

FRENCH OATs also put on 
a strong showing, after 
enthusiastic take-up for a 
government bond auction. 


The Treasury sold FFr7.78bn 
of two-year bonds and 
FFr9.65bn of four-year. Both 
offers were more than three- 
times covered. 

In Paris, the March OAT 
contract settled 0.34 higher 
at 101.32, while the adjusted 
benchmark yield in the cash 
market remained identical to 
bunds. 

ITALIAN BTPs also moved 
in line with bunds, with the 
adjusted yield spread 
remaining at 43 basis points. 
In London, the March con- 
tract settled at 115.75, up 0-38 
on the day and 0.07 off its 
high earlier in the day. 

Analysts expect the budget 
to be cleared through parlia- 
ment over the next few days, 
with an interest rate cut to 
follow soon after. It has been 
long expected. But as Mr 
Keeble said: "When we 
finally get the rate cut that 
we've been waiting for since 
July, there could certainly 
be a relief Tally." 

UK GILTS had started the 
day moving in the opposite 
direction. Longer-dated 
issues have been continuing 
to feel the pinch from the 
more than Elba of long-term 
bonds launched by Anning- 
ton on Monday. 

Moreover, the minutes of 
the last monetary policy 
committee meeting, pub- 


lished yesterday, showed 
that the panel was unani- 
mous on the last rate rise 
and remained concerned 
that further - tightening 
might be necessary. 

However, weakness in the 
stock market, combined with 
the strength in other Euro- 
pean bond markets, helped 
the March, contract settle up 
A at I 2 l£. Only 84,000 con- 
tracts were traded. 

Joanne Collins, senior 
market strategist at 
Nomura, said that in spite Of 
the recent weakening in the 
market, there had been evi- 
dence of hedge fund buying. 
In the cash market, the 
yield spread against bunds 
narrowed by 3 basis points 
to ill. 

“We need to see retail 
sales and inflation numbers 
after Christmas to confirm 
that activity is in fact slow- 
ing and that interest rates 
have peake d," sh e said. 

US TREASURIES rose in 
early afternoon trading, with 
the long bond failing back 
below the 6 per cent level, in 
spite of the release of a 
smaller than expected trade 
deficit for October. 

By early afternoon the 
30-year Treasury bond, the 
benchmark for long-term 
interest rates, had gained 
A to 1 Q 2 &. sending the yield 


down to 5.965 per cent. 
Shorter-term issues also 
rose, with the 10 -year note 
climbing W to 1Q2J|, yielding 
5.778 per cent. The Federal 
Funds rate was at 5.68 per. 
cent 

The US trade deficit fell in 
October to $9.7bn as exports 
jumped 2.4 per cent to $80bn 
and imports rase a modest 
0.4 per cent to $89.7bn. hi 
spite of the bearish tone to 
these figures, the market 
rallied. 

“Tbe bond market psycho- 
logy is so eminently bullish 
now that it’s willing to dis- 
miss anything that points to 
growth in the fourth quarter 
as old news.” said Joseph 
Liro, chief economist at 
CIBC Oppenheimer in New 
York. 

“The export numbers, plus 
the bilateral trade data, indi- 
cate that the Asian crisis did 
not yet impact on trade," 
wrote Elliott Platt, director 
of economic research at Don- 
aldson, Lufkin & Jenrette in 
a morning report on the 
trade data. Mr Platt said the 
Asian effect should influence 
trade figures by the first 
quarter of next year. 

A separate report showed 
that initial unemployment 
claims rose 5.000 to 319.000 
in the second week of 
December. 


Korea offering 
seen imminent 


New international bond issues 


INTERNATIONAL BONDS 


By Edward Luce 

Speculation that a Korean 
bond of between $9bn and 
SlObn was imminent contin- 
ued to circulate yesterday, 
although the situation 
appeared extremely fluid. 
"The investment bank that 
wins the Korea mandate is 
in pole position to lead-man- 


age an the subsequent Asian 
sovereign bonds," said an 
official at a US bank. 

Officials in Seoul said tbe 
bond would be issued by the 
ministry of finance rather 
than through the usual con- 
duits of either the Korea 
Development Bank or the 
Export-Import Rank 

Bankers suggested that 
Korea, which faces mount- 
ing abort-term debt obliga- 
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tions because many Japa- 
nese banks are refusing to 
roll-over exposure to their 
Korean counterparts, was 
contemplating either a 
one-year bond or possibly a 
12 -month bridge-loan. 

The KDB 10-year dollar 


benchmark bond was trad- 
ing at a spread of about 425 
basis points over Treasuries 
in tbe secondary markets 
yesterday. “Korea has to 
resolve this in tbe next few 
days because it has to raise 
the cash,” said one banker. 


In the primary markets, 
activity almost ground to a 
halt although MONEY 
STORE, a US finance service 
company, saw enough 
demand to launch a $l50m 
securitised bond backed by 
student loans. 


Asian 
bank 
ratings 
lowered 

By Edward Luce 

Asian banks came in for 
another bout of credit rating 
downgrades yesterday, with 
some Korean banks in effect 
relegated to junk bond sta- 
tus. 

Fitch IBCA downgraded 
the individual ratings of 10 
of Korea’s largest commer- 
cial banks and warned of a 
possible farther deteriora- 
tion. Individual ratings eval- 
uate hanks’ financial 
strength on the assumption 
that they are unable to xely 
on state support. 

The agency also warned 
that the Korean government 
might not be in a position to 
honour its pledge to ball out 
the bank’s creditors in the 
event of default. 

“The current depletion of 
foreign currency reserves 
and the possibility of the 
government imposing for- 
eign exchange controls 
mean that there is potential 
transfer risk of economic 
origin.” said the agency. It 
also warned that Korea’s 
leading banks faced heavy 
unrealised losses on their 
equity holdings. 

Fitch IBCA also down- 
graded 10 of Thailand's larg- 
est commercial banks, citing 
a “significant deterioration 
in loan quality" in tbe third 
quarter. “In some instances 
the increase in accrued 
interest amounted to over 30 
per cent of interest recog- 
nised as Income implying 
that 30 per cent of ’perform- 
ing* loans were not paying 
interest.” 

Three banks - First Bang- 
kok City Bank. Siam City 
Bank and Bangkok Metro- 
politan Bank - were high- 
lighted as having 
extremely low capacity to 
absorb losses”. 


Interest rates 
driven up by 
Japan factor 


Interest rates on loans to 
even tbe highest rated bor- 
rowers have increased in 
recent months because of 
the problems being experi- 
enced by Japanese banks. 

The so-called “Japan pre- 
mium" - a spread over inter- 
bank rates charged to Japa- 
nese banks to reflect their 
credit risk - Js being paid by 
other borrowers, according 
to some analysts. This is a 
result of tbe inclusion of 
Japanese banks in tbe pan- 
els that determine bench- 
mark lending rates. 

“The rates quoted by Japa- 
nese banks are substantially 
higher than they should be 
and are distorting the 
index." says one US fund 
manager. “Japanese refer- 
ence banks are quoting the 
rates offered to them, not 
the rates offered to prime 
banks.” 

The London Interbank 
offered rates - Libor - com- 
piled by tbe British Bankers 
Association, are meant to 
reflect the rates at which the 
most credit-worthy banks 
win borrow from each other. 

The presence of Japanese 
hnwit-g is therefore adding a 
premium to these rates that 
the highest rated banks 
thin lr they should not have 
to pay. 

Because the BBA removes 
the extremes in every sam- 
ple, this distortion is elimi- 
nated for most currencies. 
Yesterday’s dollar Libor fix- 
ing was equal to the average 
rates quoted by US and 
European banks. The three 
Japanese banks in the sam- 
ple. which posted higher 
rates, were automatically 
removed under BBA rules. 

The problem mainly con- 
cerns Libor rates on the yen, 
because Japanese banks 
make up half the sample of 


contributors to these rates. 

At yesterday’s liam fixing 
in London, yen three-month 
Ubor was 0.74219 per cent. 
Some analysts, however, 
believe this figure does not 
reflect the true state of the 
market. Switzerland’s SBC, 

for example, was quoting 
034375 per cent, while Fuji 
Ranic of Japan offered 1.0625 

per cent. 

“The real question is: 'If 
these f Japanese] banks are 
not prime banks, should 
they be included in the 
index?’ " asks one analyst 

However, Kirit Shah, chief 
market strategist at Sanwa 
International, says Japan is 
still a big actor in interna- 
tional lending. “It is still the 
biggest creditor nation," he 
says, “so it is vary realistic 
to keep Japanese banks In 
the Libor index.” 

The US fund manager, 
however, warns that the dis- 
tortion goes beyond the 
interbank lending market. 
He points out that more than 
$ 3 , 000 bn of derivative trans- 
actions, loans and bonds are 
indexed on Libor rates. “The 
size of the problem is enor- 
mous,” he says. 

The BBA acknowledges 
tbe distortion but has cho- 
sen to retain the existing 
panels, having consulted 
market participants. Tbe 
presence of Japanese banks 
in the Libor panel, it argues, 
reflects their importance in 
the international money 
markets. 

“The yen benchmark 
tracks the cash market.” it 
said yesterday. “There is 
usually a Japanese bank 
involved in any yen trans- 
action.” 

Samer Iskandar 
Penelope Clayton 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 


Bid Bid Da/ chflWk chg Month Y tar 


Aurinta 

OJfOO 

7.000 103.0626 

557 

_ 

+033 

•OSS 

-062 


10107 

10-000 127.1968 

£21 

- 

-002 

+034 

-131 

Austria 

09/99 

7.000 1042577 

459 

-004 

-0.11 

-at? 

+056 


07/07 

5.625 1015802 

•535 

-0.04 

-0.05 

-0J1 

-036 

Pslptum 

01*0 

4.000 99.1500 

4.43 

- 

+019 

♦aoa 

*1.15 


03/07 

£250 105.7800 

£44 

- 

-032 

-027 

-052 

Canada* 

09.39 

4.750 902122 

533 

+0J31 

+053 

♦138 

♦038 


06.-07 

7250 110.7342 

5.7* 

+aoi 

+031 

+030 

-031 


ias9 

0.000 1025244 

457 

_ 

-aio 

-032 

+052 


11+07 

7500 109.E228 

5.70 

- 

-037 

-037 

-035 

FMsnd 

01/98 

11500 1075620 

455 

-0.02 

-ata 

-024 

♦024 


04/06 
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CURRENCIES AND MONEY 


Market scepticism forces yen down 
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MARKETS REPORT 


By Richard Adams and 
Angola Wefers 

The yen yesterday fen back 
against the US dollar, losing 
much of the ground it had 
gained after hefty official 
intervention and the 
announcement of the gov- 
ernment’s econimic stimu- 
lus package. 

By the close of trading in 
London, the yea settled at 
Y 128.38 against the dollar. 
YL08 weaker than its previ- 
ous close on Wednesday, 
when Japanese interven tion 
drove the rate below Y126. 

But later trading in New 
York cracked through impor- 
tant resistance at around 
Y12&S0 and sent the dollar 
to 129.50, before faiiiT>g har.fc- 

The pound and the D-Mark 
also benefited from the yen’s 
weakness and the dollar’s 
quiet early trading. The yen 
sank to Y72.43, having been 
Y71.85. while sterling gained 
Y4 to Y213.2- 


Steriing also rebounded to 
last week's levels a gainst the 
dollar and the D-Mark, 
although in very light trad- 
ing- The pound strengthened 
by nearly three pfennigs, to 
close at DM3.844. It had pre- 
viously dosed at DM2316 in 
London. Against the dollar, 
sterling rose by L47 rente to 
end at$L6607. 

The yen and sterling were 
the most active movers an 
an otherwise quiet day on 
foreign exchange markets, 
as the Christinas slowdown 
took hold in New York and 
London- 

Tony Norfield, currency 
strategist at ABN Amro in 
London, said: "Half of the 
market is asleep or drunk, 
and the other >»*if is just 
concerned about rinsing out 
positions for the year end.” 
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The South Korean won 
was static, with the market 
closed far yesterday's presi- 
dential elections. Other east 
Asian currencies rallied 
against the dollar. The Thai 
baht gained BtL85 to Bttfi.05. 
and the Malaysian ringgit 
strengthened from MS3.S05 
to MJ3.779. 

fl Traders took advantage of 
the light volumes to test the 
resolve of the Rank of Ja pan. 
which on Wednesday had 
intervened for the first tune 
in five years to strengthen 
the yen against the dollar. 

Analysts said the market 
remained sceptical about the 
chances of success of the 

Japanese financial stimulus 
programme outlined this 
week. 

Mike Wallace, analyst at S 
& P's MMS in London, said 
there was speculation that 
Japan would intervene in 
Europe at Y127A Selling by 
US investment funds pushed 
the dollar up to t«M? with- 
out response. “Obviously, 
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the market remains fairly 
sceptical about the plan put 
forward by the LDP," Mr 

Wallace said. 

Mr Norfield said there was 
concern that, the financial 
measures aside. Japan would 
still feel a long-term impact 
from the rest of Asia’s prob- 
lems. “There’s a need to 
reassess that fact that the 
yen has strengthened quite a 
bit against the other 


regional currencies, so it is a 
bit inappropriate to talk 
about the yen being weak 
against the US dollar." Mr 
Norfield said. 

■ The Bundesbank yester- 
day said its two-year target 
for M3 will be kept at an 
expansion rate of 5 per cent. 
While monetary supply 
growth has slowed down 
much as expected, the Bund- 
esbank fixed the target corri- 
dor for monetary supply in 
1998 half a percentage point 
lower, to between 3 per cent 
and 6 per cent. 

The new monetary target 
is also “a clear signal that 
the Bundesbank is deter- 
minded to prevent any mon- 
etary inflation potential 
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from building up in the 
run-up to stage three of mon- 
etary union”, the central 
bank said. 

Last month M3 growth 
remained virtually 
unchanged. In November M3 
was 4.7 per cent higher than 
the average of the the fourth 
quarter 1996. A rise in mone- 
tary capital formation and a 
decline in the bank lending 
to public authorities slowed 
the money supply. 

Peter Pietscb. economist at 
Commerzbank in Frankfurt 
said: “It was not a restrictive 
but a neutral step in mone- 
tary policy, to build up confi- 
dence.” It should help the 
euro get off to a strong start, 
he added. 

Martin Hfifiaer, chief econ- 
omist at Bayerische Vereins- 
bank in Munich, said: “This 
was a pre-emptive strike for 
1999." Both economists 
expect a slight rise in Ger- 
man Interest rates in the 
first quarter of 199S - pri- 
marily to ensure the euro's | 
stability, Mr HQfaer said. 
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USA (S) 

Peeilc/Mdde E a a t/ AW M 
Aiartrsfia (AS) 15163 
Hong Kong (HK5) 7.7480 

tnefla [Rs) 399350 

Israel (St*) 25334 

Japan (V) 128985 

Matoysto (MS) 27795 
NawZartand (NZS) 15080 
Phlppraa Pfadi 39.9500 
Sad Mae (SR) 3.7507 
Singapore (SS) 15694 
South Atoca (R) 45590 
Sorth Korea (Won) 1483XJ0 
Taiwan fTS) 329225 

ThaSand (BJ) 45X1500 

t 80R rare pre S tor Dec 12 BkVofl 
US cuiaocy. IP. Uagre non e nW 
U» orehanon Mre orMad k, areH 


- 098-308 09986 09998 

♦00003 142 - 144 1.1144 1.1137 

+0XXia 240 - 245 1A250 1.4208 1A228 19 

-0512 700 - 750 20750 00700 8.168 -142 


1A205 1.1 1.416 05 828 

895 -135 9.1475 -123 

- 1004 


- 164 - 195 15195 15182 15181 05 

- 480 - SOD 7.7500 7.7480 7.758 -1.1 

16 200-500 302700 39.1220 

54 299 - 368 35389 3.5259 

85 340 - 430 120500 126.750 127.78 27 

56 750 - 840 35200 3.7750 27755 19 

27 053 - 068 1.7068 1.7060 1.7091 -29 

LI 000 - 000 400000. 39X1000 40947 -21.1 

02 502 - 512 27512 3.7502 27511 -21 

31 684 - 704 15810 15620 15659 -119 

01 575 - 60S 45850 45500 49035 -11X1 

- 100 - 500 

75 000 - 450 325200 32.1790 329335 -04 

95 000-000 499500 425000 4555 -123 

■di In the DtMr Spot Mlt Mow or*y the Irer dree dart 
i Ore 10: Bare arena* 1 9Kb 100. 
i Mo eretorti an the bremet at Mp^/wm-FT-com 


15155 09 15048 09 859 

7509 -21 8.149 -59 


12653 55 1215 55 1229 

37865 -0.7 29045 -23 

1.7145 -29 1.7333 -1.6 

419815 -185 46.807 -181 

27525 -09 2756 -09 

1.7034 -79 1.7324 -39 

4975 -95 5959 -89 

32955 -04 32535 -03 • 

46525 -115 49.15 -9.1 - 

■I prtM. UK. In toi d 8 ECU ere egmed to 



Open 

Sett price Change 

High 

Lew 

Est. vol 

Open ret 

Mar 

96.16 

9820 

+004 

9621 

9616 

37085 

382130 

Jun 

9597 

96X13 

+0.06 

9604 

9597 

40145 

32904Q 

Sep 

9580 

9588 

+ao 7 

9589 

95 80 

21629 

233018 

Dee 

9590 

05.67 

•007 

95.68 

95.60 

14981 

211921 

to OWE MONTH SUftOMARK FUTUHtoS (UFFF)' 

DM3m parts of 100S> 


Open 

Sett price Change 

Hfh 

Low 

EsL vol Open n 

Jan 

. 

96.41 

•001 


- 

0 

633 

Fab 

- 

9636 

+0.04 

. 


0 

133 

Mar 

- 

9630 

*0X14 

. 

- 

0 

100 

Apr 

- 

9627 

+0.04 


- 

0 

so 

■ IWtto MONTH BUROUM RITUMS (UFFE)' LlOOOm porta ol 100 ‘S 


(*>en 

Sen pricre Change 


Low 

Est. vor 

Open mt 

Mar 

94.61 

94 68 

+0 06 

94.89 

94.81 

18719 

150388 

Jun 

9523 

9529 

+0X16 

9530 

9523 

9423 

129061 

Sep 

95.48 

96.51 

+OJ17 

9551 

95 46 

5393 

89498 

Dec 

8546 

9550 

+008 

9550 

95.45 

3984 

61735 

m THM 

S HOVTH EURO SWISS ntAtoC FUTlimB (LiFFE) SFrlm poms at 100'S 


Open 

Sett price Change 

Wgh 

Low 

Est. vol 

Open tot. 

Mar 

9828 

9828 

+0.01 

9829 

MW 

49S2 

67113 

Jun 

98.10 

B8.11 

+OJC 

98.13 

96.07 

2363 

32284 

Sap 

97.95 

9737 

+0X& 

97.99 

9734 

1111 

16932 

Dec 

97.73 

97.74 

+0X12 

97.75 

97.71 

649 

7626 

■ TTfRK MONTH KIIIOYBM FUTURCS (UFFQ VI 00m porta of lOCHfr 


Open 

Sett price Change 

Mgh 

Low 

EBL VC* 

Open toL 

Mar 

. 

8926 

+0.02 

. 

. 

0 

n/a 

Jun 

« 

9934 

+035 

. 

- 

O 

rtr'a 

Sep 

• 

9933 

+0.05 

- 

- 

0 

n/a 


■ m—W MOUTH ECO PUniMS (UPFE) Eculm potott of 100% 

Open Sett price Change High Low Eat. vol Open m. 
Mar 9550 9551 +091 9552 95.50 610 8818 

J*t 95.49 95.49 +003 9551 95.49 178 8160 

Sep 9545 8546 +0.04 9547 9545 IBS 8108 

Dec 8552 85.53 +0.05 9552 95.51 146 3603 

■ UFFE future art traded on APT 

■ EUROURA OPTIONS (UFFE) LI 000m ports of 100% 


Strike 

Price 

Mar 

“ CALLS - 
Jun 

Sep 

Mar 

- PUTS - 
Jun 

Sap 

9460 

030 

0.83 

1.06 

0.12 

0X14 

0.05 

>475 

0.15 

051 

034 

022 

0.07 

0.08 

9500 

0L07 

0.42 

OLE? 

039 

a 13 

0.11 




CROSS RATES AND DERIVATIVES 


* ■ 

• m .y*+ ■ ‘ 

■ + 

EXCHANGE CROSS RATES 

Dec 18 BFr Dffr FFr 

DM 

K 

L 

FI 

NKr 

Ee 

Pta 

SKr 

SF7 

E 

C$ 

s 

Y 

Ecu 




Belgium 

(BFr) 

100 

18147 

1023 

4847 

1382 

4759 

8463 

19-81 

495.7 

4104- 

2123 

3328 

1347 

3335 

2.735 

351.1 

2453 ! 

um'' 



Denmark 

(DKr) 

54.15 

10 

0788 

2325 

1319 

2577 

235B 

1072 

288-4 

2222 

11.49 

2.127 

0302 

2-109 

1.481 

190.1 

1.328 



France 

(FFr) 

81.62 

1138 

10 

2387 

1.159 

2932 

3366 

’ 1220 

305.4 

2523 

1339 

2>eo 

1X715 

2.400 

1385 

2163 

1311 


•iiyr. - T 


Germany 

(DM) 

2033 

3L810 

3348 

1 

0388 

981.7 

1.127 

4386 

102.3 

84,67 

4380 

0310 

0340 

0304 

0364 

72-43 

0306 | 

*• ■ 

• •+■•«<• r *• 


Ireland 

(E) 

53.15 

9316 

0626 

2376 

1 

2529 

2304 

1053 

263.4 

218.1 

1128 

2.068 

0375 

2370 

1454 

188.6 

1304 ! 

«r 



Italy 

<U 

2.101 

0388 

0341 

0102 

0340 

100 

0115 

0.418 

10A2 

8324 

0448 

0X363 

0X135 

0XB2 

0X157 

7378 

0352 



* ” 

Netherlands (FT) 

1830 

3381 

2371 

0387 

0344 

871.1 

1 

0825 

90.73 

75-12 

3388 

0719 

0301 

0713 

0301 

6427 

0449 

m ■ • 




fftoOJ 

5049 

9-325 

8.194 

2.447 

0950 

2403 

2.758 

10 

2503 

2072 

1072 

1363 

0-831 

1367 

1381 

1773 

1238 




(Es) 

20.17 

3.728 

3374 

0378 

0380 

960.1 

1.102 

3396 

100 

8230 

4283 

0782 

0X132 

0786 

0352 

7034 

0495 




Spain 

(Pta) 

2437 

4-500 

3354 

1.181 

0.458 

1180 

1331 

4326 

120.8 

100 

5.173 

0957 

0.401 

0348 

0666 

8535 

0398 

»■ . ■ 

— ^ ' * 


Sweden 

(SKr) 

47.10 

8.700 

7.645 

2.283 

0386 

2242 

2373 

9X130 

2333 

1933 

ID 

1350 

0778 

1335 

1288 

1654 

1.155 

* - 



Switzerland 

(SFr) 

25-46 

4,702 

4.132 

1-234 

0478 

1212 

1391 

5042 

1202 

1043 

5.405 

1 

0.419 

now 

0866 

89.39 

0824 


. ». 


UK 

CD 

60.73 

11.22 

9855 

2344 

1.143 

2890 

3318 

12X13 

3013 

249 2 

1239 

2385 

1 

2365 

1.661 

2132 

1.490 

- 

'■ . 



(C$) 

25.87 

4.741 

4,187 

1344 

0483 

1222 

1.403 

5.085 

1273 

1(&4 

5.450 

1308 

0423 

1 

0702 

90.14 

0.630 




USA 


38-57 

8.753 

5335 

1.773 

0.688 

1740 

13B8 

7243 

1812 

1501 

7.7B3 

1.438 

0302 

1.424 

1 

128.4 

0387 





M 

2&4S 

5360 

4322 

1381 

0.536 

1355 

1-556 

5641 

14 12 

1163 

6X146 

1.1 19 

0469 

1.109 

0779 

100 

0.699 




Ecu 


4077 

7329 

6316 

1376 

0767 

1940 

2227 

8375 

202.1 

1873 

8355 

1301 

0371 

1388 

1.115 

145.1 

1 



S» the HcHree ot 

The United Mexican States 

Collateralised Floating Bate Bonds Dry* 2019 

JCOT3C* S HI8SST tBVBW that lM MrereC nure oreirfev lb> IntavM pi 
bom iar,M7- Wi MB are dMOMbatrer. 


irenauuo An ra. irea 


Dank* Aanar, Frond* FMe. Naraapre too, red flu ir ftrti Manor pre 1ft Bdakn Fare. Tire. Excuaa. lire red PreM pre 100. 


m IMBAfOC PUTltoira PM*!) DM 125X100 par DM 




m JAP; 

MBS YW FUTURES flMM) Yen 123m 


Open 

latest 

Change 

Htfi 

Low 

EsL vol 

Open W. 


Open 

Latest 

Change 

High 

Mar 

05668 

03885 

-03002 

03675 

03653 

27357 

65.153 

Ma- 

0.7976 

07906 

-03070 

07992 



03694 

-Q-0001 

_ 

03684 

8 

4394 

Jun 

- 

03015 

-03071 

- 

Sap 

- 

03720 

- 

- 

- 

7 

140 

Sep 

- 

08190 

- 

- 


HUMIC WWW QMM) SFr 125,000 per SFr • ■* 

0.7040 27017 -09020 07040 0.7004 9,658 37937 Mar 

0,7106 0.70B2 -09015 0.71 06 0.7090 10 . 1,480 Jun 

a 71 53 -09023 - - 6 110 Sap 


I FUTURES pMM) £82500 per £ 


Low 

EsL vol Opan rt. 

07398 

55323 

88.926' 

03015 

44 

1.676 


4 

1371 

13416 

14352 

90461 

1.8450 

44 

1305 

- 

4 

4 



Ebl « 0 L tort. Cato 2037 Pula 1218. Prevtous Myto opan InL, Onto 180803 Puts S1446 


ANGLO AMERICAN CORPORATION 
OF SOUTH AFRICA LIMITED 

Unaaponacd In ibe RepeMic of Sort, Atrial 
RepmnMn No. 0IAK30W6 

NOTICE TO HOLDERS OF ORDINARY SHARE WARRANTS 
TO BEARER- PAYMENT OF COUPON NO. 130 

1. Coupon N« 130 

2. Date of payment: Oi ar after 9 Januaiy 1998 

3. Amount: 1^ 70 emb per shat (Sou* African currency) 

4. UK income tax (where applicable ): 20% or 34 ccnu per share 

5. UK currency equivalents ton 15 December 1997): 

Gross; 21.1 (M^Op per share 

UK Tax; 4j30Wp per state 

lM8392p per share 


Opp 


6. Pzyabic at: 

Crfdit da Nad Brtque Bruxelles Lambert Generate dc Banquc 

6-8 Beulevod avenue Mantis 34 Monnpic du Parc 3 

HaiKsmnnn B-1000 Brussch B- 1 000 Brussels 

75009 Paris 

Swim Bank Crxporalion Umon Bankof Swinertond Banqnc lmrntdionsk 
I AesdKtmmarit Bahnhofstnsse 45 & Luxembourg 5A 

CH-40Q2 Basic CH-8021 Zurich ImmeuMc L.lnddpendenre 

M route dTsch 
L-2953 Luxembourg 


UK Ui* 1 * 


«wr »■«+“• 


*+- +■ 



v-. 

I. i *-i 


i.-.s 

.T- z 

• 3 te? - 

- *» - »■ 




INTEREST 


LONDON MONEY RATES 

Dec 18 Over* 7 days One Thrw Sfe One 

nigrt no»co month months rnentos yaer 

rterrtnk Sterfing 7l« - 6b 7l« - 7l« 7& - 7* T\ ■ Jh .Tk - 7% 7% - 
Sttrta COB - - TJg - 7ft 7& - 7la 7fi - 70 7\ - 7l* 

Treastry Bite - - 7J| - 7jt 7% - 7fi - 

Baft BBS - - 714-74 7i - 7^ 7*8 - 7l« 

Local authority daps. 71# - 7 7^» - 74 7& - 7& - Til 7l| - 70 7JJ - 74| 

Ctocouru Marhat dopa TV-7 1 ! K*7 

UK etoarino bar* fcaaa lendtog rate 7 1 * per cent from Now 2 1997 

Up to 1 1-3 S-6 6-9 -9-12 

month mont h woijs rortlji nMjw 

Carta of T« depL (£100900) 2h Sl 2 S 5 4% 

CrettrtTredto. under CiQftOCOIe2t3pe.Pnport « irttoMn tor get» 1^pg _ 

Awe, tender retort tecourt on Dec 12 TXaoapc. ECOD tort mi > Rfafa port Ftnen as 
up Oar Nov 2B. 1897. Apaed MB tor period Deo 24, 1flB7 » Jen » iBrtSriwtnein aB4pc. 
Mwanee Me tr period Nov 1. 1BB7 to Nov 28. 19B7. SctwiM IV » V 7901 pa Ftoenee 
House Bare Rms 7i*po from Dm 1, 1BB7 

■ IHMi woinw RllWi wn PUTI»RB» (Lfffg £500000 points of IQOto 

Open Sett frit*. Change Ha* Lo* Eat vcri Open W. 
Ma- 9257 9256 -001 9258 9258 10584 139781 

Jun 9247 9248 -OlOI 8248 9245 9199 109088 

Sep 82.63 82.62 -ADI 92.64 92.62 7927 85014 

Dee 32.83 mm -0l01 9254 9252 3471 77155 

M8T 93X15 9394 -OXH 93X16 03.03 2046 65294 

Abo naiad w APT. Al Open Interest tfca. n tar prertu, dsy. 

■ 3MOBT RTRT*— ^CIIMIOIteCUFF^ 2500000 ports of IQtHfc 

SUflw CALLS— — — —PUIS 

Price Mar Ji«i Sep Mar Am Sap 

0225 020 053 051 0-09 0.12 0.14 

O2S0 006 0.18 054 0J20 022 022 

8275 003 OC8 021 042 037 054 

EsL vol tend. Cato 5483 Puta 9002. ftretaw day's open tot. Crib 162613 Puts 148229 


E MS EUROPEAN CURRENCY UNIT RATES 

Dec 18 Ecu oaa Rato Change %+Mrom % spread Dtv. 
' rates against Ecu on day oan. tote v weakest tod 


Iratacl 

0.738709 

0769527 

-0X00682 

-4 AO 

729 

Italy 

190848 

193820 

+4X3 

136 

039 

Mad 

536424 

536930 

+030938 

1.79 

0.76 

Spain 

103326 

167.183 

+0216 

2.06 

020 

Portugal 

197398 

201344 

+0282 

220 

028 

Frtreoe 

645863 

631204 

+0X10693 

228 

0.19 

Denmark 

734555 

732340 

+030816 

242 

0.14 

Oermany 

132573 

137438 

+0X10235 

223 

0.04 

Austria 

1315485 

108806 

♦0.0168 

223 

004 

Netbertonds 

2.16979 

222531 

+0X30286 

226 

oxn 

Beightm 

39.7191 

40.7383 

♦0.0444 

227 

0 x 10 

NON ERM MEMBERS 





Greece 

295269 

310384 

+0228 

522 

-2.62 

UK 

0.793103 

0370988 

-0X105504 

-1540 

2123 


Please call Marion Wedderburn 
on +44 0171 873 4874 


Ecu e«m rem ear by the Earepere CanrMo. Curendre rei in drecandtag rtHKe mregto. 
ttocerrega chrepw m hr Ecu; • postern dange drewre a «w caireeyJlM^reca itCM the Mta 
breeren are NMrtK tna pweretoge dllMnce BMere the actoel nre+re red Bai ereaal scat tare 
oarency. red M erelrere prentood preeretoao dMMkn « die curreoye metre are from to Eoi 
cenref M 17/OT2: Sretog eapredsd from EhM. Mprerert cdctMM by the Ftme Tknre 

■ PHteJtC&PIBA 8E C/% 0PTI0W8 £31^0 (cents per pcxjxf) 

Strike CALLS — PUTS 

Price Jan Feb Mar Jan Feb Mar 

1980 240 3.10 354 151 2.10 2.79 

1980 197 255 298 1.84 292 358 

1970 141 293 251 240 3.19 356 

fVevioia deyto voL Crti *422 PiM 1,118 . Prev. dqrto oprei Ire. Calk 28.141 Ptto 21401 

■ PrtLAMUtllA EE P4IARK/3 OPTWHS DL162.SQ0 (S pto DM) 


Strike 

Plica 

Jan 

- CALLS - 
Feb 

Mar 

Jan 

— PUTS - 
Feb 

Mar 

0560 

037 

122 

2.14 

045 

034 

124 

0265 

039 

124 

1.81 

037 

137 

1.70 

0570 

047 

1X30 

120 

036 

123 

222 


ILS. 8281 9779 OO 
Hortng Rato Bento due 2DC6 
1180 Here Money Snfca P H P 
Banco Centra) de Mreazueto 
U9. 3274518900 
nertra Rato Bento due 2008 
USD mw Honey Serial B-P 

■Mato* Mnoy tfwretou Ire e» 
neret neiM ton OnoMr H, «7 » 
jretiB, WBetw MMya tore 
ee ftea k >e as% p re green The 

peyrarei M Jure B. Me -»■ to US 
S242 pa US J1P00 trtabd noun of 
wtelllllwIreMeekM 


Orereneren.aeT 


Q CHASE 


Beneficial Baak PLC 
5150,000,000 
Guaranteed Floating Rate 
Notes doe 1998 
7&d norer mitt bear interest 
at7JKB59%perammfom 
17 December 1997 to 17 Uarch 
1998. 

Interest payable an 17 March 
1998 wm amount to SJ9254 
per £10,000 note and UJU5A1 
per £100.000 note. 


Banquc Grtetalcdu The Ro)-aI Bank at Scotland pic 

LmahbcurgSA Regfauare Depanmen 

50 Avenue IF Kennedy Fir*, Floor 
L-2951 Cuacjnbourg S-IO Great Tower Street 

London EC3R5ER 

Notes: 

i) Coupons paid by any of the continental paying agents under b above will be 
payable in South African currency to an authorued dealer in cvdunp: in 
the Republic of Sooth Africa nommwed by the continental paying agera. 
Instructions tegardat g disposal of the payment proceeds can be given only 
to such authorised dealer by the paying agent concerned. 

ill Coupons paid by The Royal Bank of Scotland pic wiUL unless pay mere in 
South African currency is rcqoeswd. be in the sterling equivalent shown in .1 
above in imped of coupons lodged up to 2 January 1998 and thereafter u 
dre rare of exdnnge cm the day the proceeds are renritmL 

For and on behalf of 

ANGLO AMERICAN CORPORATION OF SOUTH AFRICA LIMITED 

GA. WiJk««» 

Lonlon Secretary (SDlSuLS 

London Office: 

19 CWicrhousc Steel 

London EC IN 6QP 19 December 1997 


Prerioet emf* veL, Cali 943 Pia* 45 . tot toy's cp*n InL. 8914 Ada 18927 


(TMM) 31m porta of 100% 


BASE LENDING RATES 




-a. ’■ 

* • *" 


a i : 


Mare&Comprty 795 
Afled tosh Sank (GB) 725 
I te ayAnrtachat 726 
Banco BftrtVtttoya 72S 
BarAdCypnjs 725 
BankoJ tretond 725 
BankbfWte 725 

BankofGcodand 725 
Steoteatenk - 725 
BtftSkolMdEBtf 725 
■OnrtSbktoykCDLlEl 725 
CDbrtkNA 725 

dydasdafa Bank 725 
lteCD4pMtotBank725 
Cocks & Co 725 

QptusPapitorBink 725 
Oman Lawrie 723 


ExatorTnat United 825 
RancWftGanBDnk B90 
•Rnbrt Ftomtog & Co 725 
•Gutowas Mrton 725 
»bb Bank A82ddi 728 
•HambwBart 725 
Haifet*>&Genbw9L725 
CLHoteUA CD 725 
Itongtem & Shanghai 725 
tortStoc Baric (ugud725 
JtenHodgaBank 725 
•UapeU Jtepll 8 San 725 
UoyosBank 725 

MtondBsrk 725 
N teWes lnrt ter 725 
• Rrt B to dw re 725 
ftoyMBkofSMtand 725 
SccOah WUm Bb* 725 


•a^er ft Frtadtoidsr 725 
•Gmfe&wmraon 725 
Sun Banking Ctep Ud 725 
T58 725 

Untod Bank rtXuuB. 725 
UAyfiusrBariiFb 725 
WHMusyteUsw 725 
YoriahheBank 725 

• Mantas of London 
tortflna rt BanWng 
Amtibn 
■ to n a iiitolirt on 



Open 

Latest 

Change 

HWi 

Low 

EsL vol Open rt. 

Mar 

94.16 

94.18 

+009 

9421 

94.15 

76,143 

491339 

Jun 

94.14 

94.16 

-033 

94.17 

94.13 

462S9 

385,637 

sap 

94X29 

94.12 

■*0X2 

94.73 

9438 

4ft 534 

283,172 

■ US TREASURY NLL FUTURES (WM) Sim per 100% 



Mar 

B&04 

9105 

tOJH 

BIOS 

8534 

280 

72U 

Jin 

- 

95.0* 

+OXB 

95.10 

- 

93 

1,166 

Sep 

- 

8532 

- 

- 

- 

B 

23 


Al Opre Hamt tip. n tor pmku (toy 
■ ElWOliAiatOPTIOMOJTQDMIm points of 100% 


Strike 

Price 

An 

Feb 

CALLS - 
Mar 

Jun 

Jan 

Fab 

pure — 
Ms 

Jin 

9600 

noo 

023 

0X24 

0.17 

0.02 

0.03 

034 

0.14 

9625 

03* 

036 

007 

037 

039 

an 

ai2 

029 

9680 

oxn 

oxn 

0.02 

032 

021 

031 

0X12 

049 

9675 

0 

0 

am 

031 

025 

025 

029 

0.73 


Eft. VOL tort Cato 3967 Pots 1757. PrMcaa (toy's opre ML. Cato 26714A Puts 396879 
■ EURO SWISS HtANC OBTWHS (UFFE) SFr 1m potato Of 100% 


The Rrepubftc of Venezuela 

UB.538S43L506 
Ftortng Rato Bartto due 3006 
USD Na n Mo n e y C a rt e l A 
h aeearMa trip Ma prertw of me 
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NOTICE OF REDEMPTION TO THE HOLBfiHS OF 

The Long-Term Credit Bank of Japan, Limited 

ILLS. $65,000^)00 FIoaDng/Ried Rate Notes 
doe Jantreurr 2005 (TVanche A) 

tie -N obs-) 

Nodcc is hereby given dint, pursuant roCoodirionSb) of ifteTcnns 
ond Condititxcs of the Notes. The Loci^Tcnu Cretfit Bank of Japan, 
Limited has elected to redeem on 27$ January, 1998 
(the "Redempoou Dare") all of the Notts at their principal mramt 
Interest on the Notes wiQ cease 10 accrue on and after Ore 
Redemption Dait. 

The Notes win be paid, upon ptesenatioo and sunender thereof 
with bB Coupons appetutnutg thereto maturing after the 
Redemptka Dae. al the office oft 

LTCB This Company, Ifcw Yoric (for payments of prinripa) only h 
Rarcjue latcrnatiOrtaJe i Ltcterobourg S^, Luxembourg and 
The LtngTenn Crcdh Bank of Japan. Limited, London. 

The Coupon due on 27tb January, ©98, should be presensed for 
payment to the usna) msmcr. 

UCfi Trust Company New MA 

sRscalAgta 

far red oe behalf of 

Tbt LtogTom Crafit Bank of 

Nth December. 1991 Japae.L*uato] 


Eat vto total. Cato O are a towns day* opre tot, Cato D Pt« 680 
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Bundesbank statement gives 


MARKETS REPORT 


By Kenneth Goocfing, Robert 
Congne and Vincent Boland 

The price of gold moved higher 
yesterday after Hans Tietmeyer, 
president of the Bundesbank, Ger- 
many's central bank, said Euro- 
pean centra] bankets agreed that 
a future European central bank 
should hold some gold. 

Mr Tietmeyer also insisted dur- 
ing a press conference in Frank- 


furt that Germany bad no plans to 
sell any gold from its central bank 
reserves. 

Traders pointed out that Mr 
Tietmeyer’s remarks did not 
break any new ground. However, 
the price of gold in London rose 
more than *2 a troy ounce to be 
“fixed" at $290. 

One trader said a- more impor- 
tant factor in gold's rise was the 
withdrawal of a substantial seller. 
“We know there’s been something 
going on for the past couple of 


weeks on the selling side. That 
started to alleviate on Tuesday, 
allowing the market some relief." 

On the London Metal Exchange 
most metals continued to recover 
from the sharp falls seen earlier 
this week. Copper closed up US$11 
a tonne at $1,786, or 2.6 per cent 
above this week’s low of $1,740. 
Analysts continue to cut their 
price forecasts, however. The gov- 
ernment of Chile, the world’s big- 
gest copper producer, lowered its 
1998 forecast from $2,09442^04 a 


tonne to SL873.-tl.983. Wayne 
Atwell, at Morgan Stanley, 
reduced his 1998 forecast by $110 a 
tonne to $1,763. 

Crude oil prices finally bucked 
the bearish trend of recent weeks. 
The price of Brent Blend for Feb- 
ruary delivery, the world bell- 
wether. rose to $17.88 a barrel in 
late trading on London’s Interna- 
tional Petroleum Exchange. 48 
cents up on Wednesday's close 
and 66 cents up on its low of 
$17-22 on Wednesday. 


fillip to gold 

Traders attributed the rise to Exchange, the March coffee future 
short-covering by speculators and rose $41 to $1,684 a tonne, 
renewed uncertainty over when Leon Yallouz, an influential P ' 
Iraq might resume exports. ■ vate forecaster, reporteuj 

After heavy welling this week, suggested that the 1998-99 
coffee futures steadied yesterday ian harvest estimate would d 
I n London and New York amid between 33m and 3S5m 60kg bag 5 
reports that next year’s harvest in lower than expected. 

Brazil would be lower than esti- On the New York Cotton. Sugar 
mated. That caught market bears and Cocoa Exchange, the Marcn 
off-guard and pushed prices up, coffee future was up 3.65 cents a 
though only modestly. pound to 164.50 cents at noon. 

On Qie London Internati onal Cocoa mid sugar prices were also 
Financial Futures and Options higher. 


Asian turmoil hits grain futures 



Report upbeat 
for oil exporters 


T he latest wave of 
Asian economic tur- 
moil has hit interna- 
tional grain markets. Last 
week, wheat futures slipped 
to their lowest level for five 
months on the Chicago 
Board of Trade. Corn futures 
fared little better, with near- 
term contracts t umbling to 
levels last seen In early 
October, as rumours circu- 
lated of cancelled Korean 
orders. 

Sentiment was not helped 
by the news earlier this 
week that Korea had asked 
the US Department of Agri- 
culture for $i.6bn In credit 
guarantees to help finance 
purchases or corn, wheat, 
soyabeans and cotton. 

Chris Goldthwait, USDA 
general sales manager, said 
yesterday that it would prob- 
ably be “a few more days" 
before any decision was 
taken on the request. 

Essentially, the credit 
scheme involves guarantees 
against payment of exported 
agricultural goods when for- 
eign firms Import U5 prod- 
uct on a deferred payment 
basis. 

But US officials have 
already indicated that they, 
in turn, would probably 
require the Korean govern- 
ment to back letters of credit 
issued to importers by Kor- 
ean banks. 

Most grain analysts expect 
some help to be forthcoming 
- although, if the full $i.6bn 
request were approved, it 
would be the largest grant to 
any single country under the 


department's export credit 
programme since the 
break-up of the Soviet 
Union. 

It is difficult to assess the 
extent to which Asia's prob- 
lems will affect demand in 
international grain markets. 
USDA began with an esti- 
mate of a $50 0m drop in 
exports, but Is now working 
on a revised, higher figure. 

However, some analysts 
think that the full impact 
will only be felt over an 
extended period. “We see 
this more as a limiting fac- 
tor. on herd expansion, for 
example," said Daniel Basse, 
at the Chicago-based AgRe- 


source firm. He pointed out 
that in the short term there 
was “no sign of people 
slaughtering livestock". 

N evertheless, as the 
lack of capital 
squeezes out invest- 
ment in willing and similar 
facilities, AgResource pre- 
dicts that the growth in 
grain demand from tbe 
region will slow significantly 
- perhaps to between 3 per 
cent and 9 per cent a year, 
rather than the heady 9-14 
per cent range seen in recent 
years. That could begin to 
affect grain prices by the 
midriig of next year. 


Dale Gustafsen, at Smith 
Barney, agrees. “It’s going to 
take a little while to assess." 
he said. 

“As long as economic 
growth is positive, demand 
may be reduced, but I’d be 
hesitant to say it's made a 
big change in our forecasts 
at this stage." 

But he, too, pointed out 
that if the economic impact 
were severe, reduced 
demand for value-added 
products, such as meat, 
could have a domino effect. 

In the short term, by con- 
trast, he noted that buyers 
from countries such as 
South Korea and Indonesia 


had at least remained la the 
market. 

Even the big agricultural 
equipment manufacturers, 
who have benefited from 
solid farm incomes in the 
US, bave taken note of the 
slump. Most point out that 
direct sales to south-east 
Asia account for only a 
small amount of the totaL 
However, shares in compa- 
nies such as Caterpillar and 
Case have been marked 
down, in part because of 
concerns about the situation 
in Asia. 

“The market’s more nega- 
tive than it needs to be,” 
said Jean-Pierre Rosso, the 
head of Case. “The question 
is: what are the grain mar- 
kets going to be like next 
year?" He predicted poor 
crops in south-east Asia next 
year because of the latest El 
Nifio weather pattern - a 
periodic wanning of the 
tropical Pacific Ocean by a 
few degrees. 

“Those people still need to 
eat, so I think the combina- 
tion of that and the fact that 
the crops will be very 
poor . . . means they'll import 
food anyway." Mr Rosso 
said. 

“Nobody wants to see 
their people starve and get 
social disruption. So grain 
consumption is going to be 
there, and I don’t agree that 1 
grain exports will substan- 
tially diminish. I think | 
stocks in the world today are 
too low to let that happen." 

Nikki Talt ! 


By Robert Corzme 

Ofi companies in newly 
industrial is Ing countries 
could show greater resil- 
ience to oil price and emerg- 
ing market uncertainty o v er 
the enmiwg year *h*n other 
Industrial and financial sec- 
tors In those countries, 
according to new research 
by Robert Fleming, the Lon- 
don investment bank. 

A report warns that oil 
companies in Asia have a 
big exposure to troubled 
economies and are expected 
to turn in another poor per- 
formance in 1998. 

But it concludes that com- 
panies oriented towards 
upstream exploration and 
production, and which are 
backed by undervalned 
assets, could maintain then- 
performance momentum. 

The report said that Asian 
ofi companies will be at a 
“distinct disadvantage" 
because the broader busi- 
ness environment favours oil 
and gas producers. 

Alan Marshall, oil analyst, 
said there was also “a huge 
number of new equity issues 
from Asian oil and petro- 
chemical companies waiting 
In the wings". 

Although companies 
exposed to individual mar- 
kets in troubled economies 
will probably struggle, those 
with exportable oil and 
which can sell into a larger 
global pool should benefit. 


Tfaere may be other advan- 
tages for upstream produc- 
ers. Partially privatised oil 
companies in emerging mar- 
kets will probably mai nt ain 
their investment levels, and 
may even take advantage of 
any prolonged oil price 
weakness to do deals or 
acquire additional assets. 

Mr Marshall said Latin 
American oil stocks looked 
particularly good in spite of 
strong performance this 
year. Brazil’s oil sector has 
risen by almost 50 per emit 
this year while Argentina’s 
is up by 25 per cent. 

Mr Marshall said the two 
main companies in those 
countries - Petrobras in Bra- 
zil and YPF in Argentina - 
would “probably ride 
through the uncertainty" far 
better than many other 
industrial and financial com- 
panies in those countries. 

He described Russian 
shares as a “conundrum" 
and said it was the “trickiest 
country of all to call". The 
intervention of big western 
oil companies in the country 
was a positive development, 
and suggested that "finan- 
dalfi ndustTial holding com- 
panies may be more attrac- 
tive than in the past". 

Flemings said the Indian : 
oil and gas industry 
remained attractive on fun- j 
damentals. although the . 
petroleum sectors in both 
India and South Africa 
“might struggle a bit”. ! 


Shippers 

warned 

over gas 
shortage 

By Robert Corrine 

The spot price 

in Britain rose dramatically 

this week in response to a 
surge in weather-induced 
demand that forced Transco, 
the monopoly pipeline oper- 
ator, to inject expensive 
storage gas into the national 
transmission system- 

On Wednesday morning 
the spot price on the 
TTansco-operated “flexibil- 
ity mechanism" shot up 

from a rolling 30-day 
age of 0.4858 pence per kilo- 
watt-hour to 16.97 pence per 
kilowatt-hour. That equates 
to about £5 per therm, com- 
pared with an average of 
about 15p a therm. 

Transco said the pnee 
spike occurred because 
demand continued to rise 
after North Sea platforms 
were delivering the maxi- 
mum amount of gas that 
could be shipped through 
the country’s shore termi- 
nals- Transco cut off several 
large gas users because of 
the surge in demand, which 
coincided with a cold snap. 

It also warned the 30-odd 
shippers using its system of 
financial consequences that 
could flow from its decision 
to bring in additional sup- 
plies from the Rough off- 
shore storage field. 

A fax sent to shippers 
warned that there were 
'serious financial implica- 
tions" for shippers who 
found themselves short of 
-as on the day. Any shipper 
’ound to have had a supply 
ieflcit on Wednesday will 
lave to make up the short- 
all at £5 a therm. 

Olgas, tbe industry rega- 
ator, last night declined to 
iomment on the price spike, 
dthough it confirmed that it 
vas talking to industry par- 
icipants about it. Many 
shippers have previously 
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hb 17 ISO -0540 17.539 17.150 160 1500 
tote 575 1MR5 

■ NATURAL QA5 Nil® (10900 mr&l. StobESU 


Feb 

far 

Apr 

Jm 

Tote 


Late* Bey*» 

temo High 

2.335 -0JW3 £500 
3.345 -0AS6 2.455 
2.285 -0043 2374 
2215 -0030 2290 
2195 -Ml? 2245 
2.190 -Q01S 2230 


Open 

tier IM tot 
2250 41972 40214 
2310 J2jSI1 36872 
2.260 5,140 24.43 
2.195 2261 12.096 
2.180 1.150 9255 
2185 1.015 &B91 
67JR02IAM 


■ unleaded gasoline 

NYMDt {42000 DS gatb.; g/US sab) 



latest Oct'S 



fa" 


prica change riq# 

igm 

Vtaf U 

Jan 

56.00 

♦0.47 

56S5 

55.40 14.555 23.133 

Feb 

5835 

-rftSt 

5640 

5170 

8417 30973 

far 

56.80 

+051 

5680 

5625 

2908 12,122 

Apr 

9920 

+031 

- 

- 

1S1T 11.704 

»y 

5830 

♦02) 

%so 

5060 

295 10.167 

An 

Tote 

58.45 

♦as 

5845 

5640 

524 8267 

auKiiasn 


32025 -1225 330.00 32025 28 54 

33425 -1125 346.75 334 00 7,862 54218 
34225 -10L75 354.75 34200 599 11 JTO 

347.75 -11H0 3S9L00 347.50 
35450 -950 356-00 35450 
36350 -875 J7ZOO 38350 


TeU 


670 18549 
- 461 

131 2539 
vm 88284 


ENERGY 

■ CRUOC 04L NYMEX 1 1.000 bar re ts. Sibml) 


■ MAIZE CUT <5.000 iXJ min; oent a/ SSfti bushri) 

Dee 25600 -100 262.00 255.75 2555 2574 

Her 26725 -525 274.00 26750 24.173174,185 Dec 17 

•fay Z7450 -550 28075 27425 2213 46.488 OMy .. . 

M 28025 -150 28150 28050 3541 57289 

Sep 27150 -3.75 280.75 27825 212 5.700 

Dec 28050 -350 28400 28025 2JB6 33537 

Tote 3550)322249 

■ BARLEY UFFE (100 tames; £ per tonne) ™ 

Jao 7480 -040 7480 7445 38 227 

M>r 7750 -0.40 77.40 7725 ' 39 1.429 

fay 7125 -050 7800 7100 2 20 

S4|i 77.75 -0.40 6 

lee 7875 -0.40 - 110 

teat 79 1292 

■ SOYABEANS C8TI1000BB att cenfagfatefaffi 

Jm 67750 -1200 69400 67750 22555 51 J85 

Hr 68025 -1050 696.00 67950 10561 38578 

Key 68550 -1025 70150 68550 247B 24.166 

JM ESQ 50 -1150 706.00 690.00 3548 25554 

tag 689 00 -1200 70400 66900 537 3.753 

Sep 67600 -6.00 684-00 67100 5 227 

TOM 405M1545B0 

■ SOYABEAN OO. Cat (ftLOOCtos: certaTO 


■ COCOA CSCE (10 tomes: S/tomca) 

Ifa 1895 +2 1707 1883 4.303 45579 

fay 1724 +4 1733 1717 ©4 20522 

Jri 1744 +4 1740 1737 63 4.781 

Sep 1763 *4 ' - 10 5557 

Dae 1784 +4 1795 1785 470 9.403 

•far 1804 +4 - - 18 9594 

Tefal 9 fi30 98544 

■ COCOA OCOO) (SORWtonrte 


■ COPFS UFFE (5 tonnes; SAonne) 


Jm 

1707 

*49 

1709 

1640 2.147 0641 

far 

1684 

+41 

1585 

1620 3,146 264B 

fay 

1674 

♦36 

1670 

1618 486 7X95 

Jri 

1666 

♦33 

1639 

1609 63 1 484 

Sep 

1666 

*33 

- 

- - 619 

ttov 

Total 

1671 

+33 

" 

30 

0043 44JJ34 

■ COP^S ‘C* CSC€ (37,SOQtos; eanraObs) 


War 

165S5 

+420 16650 161.00 6.778 18,004 

far 

16060 

+5.10 16125 15825 

90 a 

5672 

Jri 

15500 

+4.95 15500 15ZS0 

<26 

7JB52 

Sep 

148 50 

+4 60 1*800 14SS0 

214 

1S70 

Bee 

T44.00 

+4.10 1*445 142.75 

85 

1,213 

far 

141X0 

♦410 

22 

274 

tote 



8£43 29JB0 

■ COFFEE (ICO) (US centt/pourri) 




Om 

2466 

-014 

2515 

24 65 

433 298 

Jen 

2484 

-0.11 

7530 

24.76 

5907 33.462 

far 

2528 

-OOI 

2559 

25.13 

5736 40384 

fay 

25e9 

-ora 

2580 

2533 

SI9 14.768 

M 

2561 

-001 

2595 

2543 

1.0C4 12840 

ta 

2553 

-me 

2585 

25.40 

320 3,502 

tow 





13851 107376 

■ SOYABEAN MEAL CRT MOO tens: S/ton) 


OecIT 

Qwp. <*»*r • - 
IS Ojy wsr*)e 


. 12419 
130.74 


■ WHITE SUGAR UFFE (50 tonrwe; Vtorme) 


Dr 

2119 

-38 

217.0 

2108 

3J91 

J.0I1 

Jr 

2C£S 

-50 

212.5 

2056 

3.792 27.604 

Mm 

2044 

-42 

2105 

20*3 

4.624 34.690 

fay 

2036 

-4 1 

2085 

0035 

2793 22228 

Jte 

2054 

-39 

2100 

2051 

1.153 

15960 

Aog 

2057 

-38 

210 0 

205.6 

712 

4815 

Tew 





2L3BB 115880 

■ POTAToes UFFE (TO tomes; C per tonnel 

far 

910 

_ 





Apr 

1110 

-4.0 

1125 

110S 

13 

1.065 

fay 

1»0 

-50 


_ 

- 

42 

Jen 

130 0 

-50 

- 

_ 

_ 

_ 

lav 

560 

_ 

_ 



3 

Tete 





13 

1,154 

■ FREIGHT IHFF0Q UFFE (SllWndw point) 

Dr 

1272 

_ 

. 


m 

173 

Jm 

117D 

-5 

1176 

1170 

17 

714 

Feb 

1180 

-3 

- 

- 

_ 

151 

A«r 

1230 

- 

I2S0 

1280 

2 

431 

M 

1170 

- 

- 

- 

> 

120 

Tote 

Cfeea' 

fa 



IS 

1S7S 

8H 

‘ 1281 

1776 






far 

307.6 

+1.4 

3052 

3006 2202 23502 

fay 

312 c 

+1.3 

3126 

3115 361 7 SSi 

am 

314 4 

*13 

314 5 

3130 221 4845 

Del 

307.9 

+08 

ma 

306 4 12 4.313 

Dr 

3090 

+03 

- 

- 164 

Tate 




2938 3S573 

■ SUOAHIV 

CSCE p 1 2,0000s: cents/fos) 

far 

1231 

*0.15 

1235 

121528,634 97,861 

fay 

1209 

♦0.09 

12.14 

1203 7088 34.015 

M 

1168 

+0.04 

11.74 

1155 3549 29S77 

Oct 

IIS 

- 

11.63 

11.55 2079 25.779 

far 

11.41 

♦OOI 

1150 

11 44 625 7.196 

fay 

1135 

*081 

- 

- 17B 1,121 

Total 




4ZM71WW 

■ COTTON NYCEeaOOObs; contafei} 

far 

67.75 

+056 

6805 

6750 5,611 43225 

far 

gang 

+069 

6934 

6880 1.770 15,178 

Jo! 

7032 

+069 

7050 

7000 741 15014 

Od 

TL « 

♦0S5 

72.10 

TL» 41 1J7* 

Dr 

7280 

♦052 

7288 

TZSa 1.137 12,704 

far 

7195 

+0.B0 

73.90 

7350 4 381 

Total 




9Z5S 

■ ORANGE JUICE NYC£ (iSSOOte; canti/SB] 


PULP AND PAPER 

■ PULPEX OMLX (USS; 24 air dry tons) 

Sett 0 * 7 “* Open 

pfct CMP Kgb low Vol tal 

•far araoo -225 47600 47850 7 367 

JM 49675 -3.25 STOOD 49675 4 247 

nw 11 634 

FUTURES DATA 

A0 Atom's data suppfed by CMS. 


Jm 87.00 +020 8850 8190 4711 M508 

•far 9025 - 91 3D 3278 21.106 

■fay 3355 -0.05 94.50 9250 389 4557 

Jd 9650 -0.05 07.05 96.40 238 3527 

Sep 9890 -005 98TO 9533 50 1.365 

far 10255 +0.10 102.00 10100 205 1.681 

Tefal 8776 47380 


VOLUME DATA 

Opm unrest and volume data shown lor 
ecruraets traded on COMEX. NYMEX CUT, 
NVCE, CME. CSCE and IPE Crude Oi are 
one day n arrears. Vokme & open tnoreai 
totals are for jD traded months. 


Woo) ftom Matte* A Co 
Austrian wool safes ended far the Christ- 
mas rams taat week. w»i the eastern 
market Mentor « 698 Australian owns o 
kg. mis Mcaar has maintafeed 3 refe- 
ovfay steady course since July, beng 720 
whan the safaig season opened, but n 
wod us«a eoudries There nave often been 
wrier variaons tor awtey reasons. The 
UK with string Strang found wool cheaper 
to buy. but h Japan A was mare expensree 
S3 the yen wetftmd. New Zeafend fct- 
tewad a roughly sfrnfar course and the 
irtficstor lhere ts praaktely track to 03 
level in Januay. ctoatog at 440 cane, up 
■ weefc.. 


INDICES 

■ Hetifats [Baas 1879/31 ^ iQffl 
Oae 15 Dec 17 month ug 
17565 1760.8 1833.0 

M CRB Fufam» (Baaa: 1867 a 100) 


Yterag® 

18025 


Oac 17 Dec 16 
234.01 233.03 

■ CSCI Spot (Basai 1970 


nwirth aft* year 090 
100 ) 


Dec 17 Dec 16 month ago 
181.74 180.75 19953 

tete MAHOUtf STOCKS 


Atumntm 

Atantofem allay 

Cooper 

Lead 

Keicci 

2)ne 

Thi 


-2500 

*140 

♦25 

-300 

-156 

-525 

*6U£. 


yasr ago 

224.85 


630,525 

42Jon 

329,875 

113.175 

68.186 

480700 

12U9Q 


■ LEAH HOPS CME ftOnOOtos; cantoto) 

F* 
fa 


59^5 -0.400 BO. 100 59.475 235 0 
57JJ75 -0.175 57775 56000 839 
64125-0275 64.250 64.600 
63725-0.175 63275 63700 
B1A25 - 81.700 61200 

57.700 - 57800 57.700 


Mca Fre*. fay 

130904 132297 


21851 

0448 
40 <954 

99 1A80 

tag 61.825 - 81.700 6100 0 263 

Oct 57.700 - 57800 57.700 16 600 

Tste 4518 37717 

■ PORK BBXE8 CME tfogoofea: cental 

Nb 55275-000 50000 S5A00 883 1979 

far 54800-0500 55.600 54.700 154 1274 

fay 55875-0325 56200 51700 41 1,017 

JU 54^50-0300 54.900 5400 47 

tag 50.775-0.250 51250 50775 S 



Tote 


606 
91 

1.133 4996 


CROSSWORD 


LONDON TRADED OPTIONS 

Strife* price * tonne — Cato — — Puts — 
■ ALUMINIUM 


No.9,562 Set by ARMONIE 


fill. My 
12924 
130 44 


(99.7861 LME 

Jan 

far 

Jan 

Apr 

1525 - 

34 

76 

23 

46 

1550 . — ___ 

22 

63 

38 

58 

1575 

13 

52 

5Z 

71 

■ COPPER 





(Grade A) LME 

Jan 

far 

Jan 

Apr 

1750 ... . 

48 

100 

27 

56 

1800 

23 

74 

53 

80 

1850 - - 

10 

54 

90 

108 

■ COFFEE UFFE 

Jan 

Mar 

Jan 

Mar 

1700 

3 

85 

45 

101 

1750 .. 

- 

73 

92 

139 

1900 

- 

« 

142 

176 

■ COCOA UFFE 

Mar 

May 

Mar 

May 

1050 — . 

67 

96 

21 

30 

1075 

S3 

81 

32 

40 

1100...... 

42 

67 

46 

51 

■ BRENT CRUDE 





IPS 

Feb 

Mar 

Feb 

Mar 

1700 

- 

- 

24 

- 

1750 

- 

- 

44 

. 

1B00 

27 

45 

- 

- * 


LONDON SPOT MARKETS 

■ CRUDE OIL FOB (per barrel) *or- 


Dubai 

Si 6-05-620 

+0.125 

Brent Blend (dated) 

817^4-7^8 

*027 

Brent Bland (Feb) 

817.72.7.7« 

♦0.19 

W.TJ. 

S1663-8£5 

+0.18 

■ OIL PRODUCTS NWERgopt tetay CF IBnm) 

Prermirn GasoEne 

$181-163 

♦2 

Gas 04 

$182-165 

♦20 

Heavy Fuel OK 

577-79 

-1 

Naphtoa 

$170-171 

+1 

Jet Ate 

SI 84- 196 

♦2 

OtmeJ 

Si 70-1 72 

♦1 

■ NATURAL QAS (Fawertfam) 


Bacfon (Jen) 

17.10-17^0 

-OS 

Fttntan Agm. Td. Lontm 0f7rj 359 Bras 

■ OTHER 



Gold {per Wy o44 


♦0.70 

SUrer (pra troy oz)* 

SH.OOb 

+500 

Ptattaum (pw tray at) 

S3S5.0Q 

+7^0 

Patofiun (per troy oi) 

Si 90.00 

+Z25 

Copper 

«n c 

♦2X1 

Lead (US prod.) 

45.00c 


Tin (Kuala Lumpur) 

20JOr 


Tin (New Y«^ 

258^ 


Came (toe vMt^n) 

»«Wp 

-203- 

9>eep (too vreighO 

86.75p 

-766- 

Rgs (toe woltfa)T 

67 22p 

+2.70- 

Len. day sugar (raw) 

$28550 

♦&60 

Lon. day sugar (wtaj 

SSOl^O 

*420 

Bartey (Eng, teed) 

Uno 


Mace (US No3 Yetow) 

£10900 


Wheat (US Dak Nonti) 

Unq 


Rutter (Der^F 

5*50p 


Rubber (Jm)V 

5450p 


Rubber (KLRSSHpl) 

28902 

-1.0 

Cocorut OI (PWJ§ 

S75.0y 

-275 

Pabn 01 (Malay 

5300 

■5.0 

Copra (Ph «§ 

$3900 

-5.0 

Soyabeans (US) 

1880 


Cotton Ousooft-A' todn 

7X45C 

-1.15 

Woe-tops (64e Sups) 

392p 





flMan | Off f kma c au . t itarM 

ctasa. ■ Change on mMl fBjMd on t29B tad el Pfci 


ACROSS 

1 Motley collection causing 
little woman disgrace (3,3) 

4 Bird to move slowly! What 
about that? (8) 

9 Speculate about northern 
composer (6) 

10 A nim al food found by old 
fellow for beast that's van- 
ished (S) 

12 Eats cooked meat before 
getting reprimand (3) 

13 Good man In attempt to get 
potent drink (6) 

15 Tbe smallest doesn’t start 
in this direction (4) 

16 Descendant catches breath 
here (7) 

20 A fielder's desire to get on 
(4,3) 

21 The bill's acceptable or not 
acceptable (4) 

25 Pop group to minifr con- 
ductor (6) 

26 Defamed in song about 
inventor (8) 

28 He spells badly being 
unable to manage (8) 

29 Arthur's wearing brown 
fabric (6) 

30 Main contents initially 
found in telegram for 
know-all (8) 

31 Newlywed accepts key 
from Archer (6) 

DOWN 

1 Hector accommodates for- 
tunate craftsman (8) 

2 Famous write finally met 

overindulgent union mem- 
ber (8) 

3 It's no mean production for 
the individual (3-3) 


e, 


5 Reconcile list as one is told 
(4) 

6 Junk i spotted In midday 
recording (8j 

7 Physical punishment or 
«®sure having not begun 
Co) 

8 up to ideate web 
01 UOTDUS tissue (6) 

11 Draw in discreet accommo- 
dation (7) 

M I’m supporting Bury, mean- 
while (7) 

17 Essayist carries cloth for 
tragic king’s daughter (8) 

18 Got a vote from bishop, 

to IP'S? a (8) 

13 Soldier adopted suitable 

4o p^ sur ® for leadership (8) 

22 Pell underneath many a 
'small tree (6) 

23 !5 gge , r , found on page 

Mou se is undone (6) 

24 The ozone in the area is 

27 

Solution 9,561 


HHHI 

gonna 

aaQaaaB Q g a bedd 

□ 

a 

El 

□ 
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MARKET REPORT 


By Steve Thompson, 

UK Stock Market Eefitor 


UK shares made another attempt 
yesterday to extend the recent 
rally but, once again.' felled to 
attract any substantial support 

Dealers insisted there had been 
no great pressure in the market 
but that the absence of any sub- 
stantial buy-side interest meant 
prices inevitably had to slip away 
until they found viable support 
levels. 

The market was dominated by 
a sudden Gurry of programme 
trades, with the balance coming 
down on the sell-side," said a 


senior marketm ak er at one big 
European securities house. 

Underlying worries about 
trends in far eastern markets 
were compounded by farther dis- 
turbing news emanating from 
Tokyo where it was announced 
that two of Japan's leading stock- 
brokers, Daiwa and Nikko, had 
been suspended because of their 
alleged involvement with 
"sokaiya" racketeers. 

That news was enough to upset 
the Tokyo market, which fell Z2 
per cent. Other Asian stock 
exchanges managed to make 
good progress, notably Seoul, 
while the Hong Kong market 
closed modestly higher. 

Guardian Royal Exchange 


delivered the best indiv idual per- 
formance in the FTSE 100 after 
various broker recommendations 
and amid market talk that the 
stock is one of Cazenove's 1998 
“best bays". The big buying of 
NatWest continued with Bear 
Steams, the US stockbroker, said 
to have bought up to 1m shares 
in the h ank on behalf of an 
investment client. 

Sentiment in London was 
undermined primarily by Wall 
Street, where the Dow Jones 
Industrial Average fell 18 points 
on Wednesday after the 3M profit 
warning. The Dow fell almost SO 
points In the first five minutes 
after the opening yesterday. 

The US market was unsettled 


despite some reasonably reassur- 
ing economic news which showed 
weekly jobless claims of 319.0QQ, 
up slightly on the previous week, 
and a lower-than-expected US 
trade deficit far October. 

The FTSE 100 ftiriwy settled 2Z5 
off at 5,168.3. The second-line 
stocks, which have proved resil- 
ient during the bouts of weak- 
affecting the leaders, were 

sold yesterday, and the 

FTSE 2so index eventually closed 
2Q.5 lower. The FTSE SmallCap, 
on the other hand, edged 1.3 
higher to &30L8. 

. Earlier, the FTSE 100 had made 
good progress, recrossing the 
5,200 level and hitting a session 
high of 5.219.3. 


This morning brings the first 
expiry of the Footsie future since 
the introduction on October 20 of 
the new electronic order book, 
which facilitates instant artntrag- 
ing between the future and the 
underlying cash stocks. 

Dealers are bracing themselves 
for a barrage of activity as the 
expiry takes place, in tandem 
with the expiry of FTSE 100 
index options. The general feel- 
ing around trading desks is that 
the market may well make a 
decisive move after the expiries. 

Turnover in equities topped the 
Ibn mark for the first time in 
many weeks boosted, according 
to dealers, by the burst of pro- 
gramme trade activity. 
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- f 

ri. 


4r_ 

w 


SOUDK&W 


Indices and ratios 

sss gg II 

FTSEM-ShafeyteM 3.22 


3.21 


*£3 

20.11 

-30X1 

6.40 

2.00 


Best performing sectors 

1 Support 

2 Media -■ - o 

3 Breweries: Pubs 

- Ftetaaenc Food ^ B 


-.+ 1.2 

„.+Q-9 


Leisure & Hotels 


..+ 0.8 


FT an 328820 

nSENotvFicspft 20-°J 
FTSE 100 Fut pec 51TB.Q 

lOyrGBtyteti 

Long gilttequtty yld ratso 1.98 

Wor st porfW«*ng ****** 

1 Aksoho6c Beverages 

2 Tetecommunicahons ''■? 

3 Retail Genera) 

I-1JD 


si 


4 nwiam*®. V— — 

4 Ofc Integral** — — — 

5 Pharmaceuticals — — 


Asda 
delivers 
the goods 


By Joel Kibazo, Peter John 
and Martin Brice 


Food retailer Asda Group 
was the flavour of the sector 
after it posted interim fig- 
ures ahead of the market’s 
best estimates. 

First-half profits of £l90m 
comfortably beat expecta- 
tions of between £l80m and 
£185m. Further good news 
was that like-for-Iike sales in 
the current period are up 8.9 
per cent while analysts were 
also keen to point to the 6 
per cent increase in cus- 
tomer spending at the 
group's stores. 

The shares improved 7V* to 
17Sp, one of the day's best 
performers, in trade of 13m. 

Several analysts indicated 
they would be upgrading 
full-year figures to around 
the £400m mark. Kleinwort 
Benson, a bull of the stock, 
was already on that figure 
and reiterated its “buy" 
stance. 

Chairman Archie Norman 
said much of the recent spe- 
culation about Asda launch- 
ing a bid for Safeway had 
been, “fanciful" but rumours 
of such a move refused to die 
down yesterday. The two 
groups called off merger 
talks earlier this year. 

Bargain hunters helped 
shares in Safeway improve 
T'.j to 33ft ip. Tesco surren- 
dered 3 to 485p amid 
rumours of a slowing in cur- 


rent sales growth. Volume 
was 6.7m. 

Pearson, the group which 
owns the Financial Times, 
dropped 34 to T90p 38 Merrill 
Lynch reduced its profit 
forecast in a broad review of 
the outlook for the sector. 

Merrill said its new cur- 
rent year forecast was 
£286m, down from £297m. 
and next year’s is £340m. 
down from £356m. The 
reduction takes the broker 
from the top of the range of 
forecasts on Pearson to the 
middle. And. while Merrill 
remains a buyer of the stock, 
it is believed that the change 
has staunched the flow of US 
buying activity which has 
bolstered the stock recently. 

The Pearson cut is one of 
several throughout the sec- 
tor as Merrill takes a view 
on the knock-on effect of the 
recent fall-out in Asia. It has 
also taken down its forecast 
on BSkyB. However, the 
share price was said to have 
been supported by technical 
activity in the options mar- 
ket and lifted 18 to 467p. 

Merrill Lynch's engineer- 
ing team had an impact on 
stocks in their sector yester- 
day. with recommendations 
producing two of the largest 
rises in the Footsie and the 
FTSE 250. 


of the larger rises in the 
Footsie after Merrill Lynch 
shifted its stance from neu- 
tral to accumulate. The 
shares gained more than 3 
per cent or TA to 207p. 

Adam Collins at the bro- 
ker focused on his estimate 
that the company could 
spend £lbn on acquisitions, 
which could increase earn- 
ings per share by up to 40 
per cent. 

He said the stock was trad- 
ing on a prospective price/ 
earnings ratio of about 5.8 
times, compared with more 
than 7 times for its US peer 
group. This made the com- 
pany attractive to US inves- 
tors, who hold about 50 per 
cent of the shares. 

Elsewhere in engineering, 
Triplex Lloyd said it had 
accepted a 280p-a-share bid 
from Doncasters. the Mid- 
lands engineer with a US 
listing. Triplex shares rose 
10 to 272&p. 


Engineering stocks have 
suffered the effects of strong 
sterling this year, and six 
have been the subject of 
bids. Paul Compton at Mer- 
rill Lynch said: “The smaller 
UK engineers clearly repre- 
sent good value and there 
will be more bids of this 
type." 

Network Technology, the 
electronic equipment maker, 
achieved one of the bigger 
rises among smaller compa- 
nies as it issued a positive 
trading statement that 
focused on a strong gain in 
sales. The shares rose almost 
14 per cent as they rose 1414 
to I22p. 

Phone link, the small soft- 
ware and telephone number- 
ing service group that this 
week announced it had cut 
its pre-tax losses, gained JB4 
to 43Kp after a bout of share 
buying by its chairman Sir 
Gordon Brunton paid 41p 
each for 50.000 shares. 
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DH achieved the second- 
biggest rise in the FTSE 250. 
The stock rose 12*. ; to 408’Ap 
after the broker named it as 
its preferred engineering 
stock for next year. SBC 
Warburg was also said to 
have reiterated its positive 
stance on. the company. 
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Elsewhere among s n’ i anpr 
stocks, Country Casuals, the 
retailer, rose almost 35 per 
cent or 31 to 122Kp after it 
said ft was in takeover talks. 

Abacas Becnritment, the 
Aim-traded stock, achieved a 
19 per cent gain after saying 
interim profits would 
increase fourfold to £800.000. 
The shares rose 41 Vi to 
25iy a p. 

Guardian Royal Exchange 
rallied 16% to 340%p on con- 
sideration of the company’s 
proposed acquisition of PPP 
healthcare. There was talk 
that the stock is featured as 
one of Cazenove’s key 
recommendations for 1998. 
SBC Warburg Dillon Read 
moved the stock to a “hold" 
from “reduce" and HSBC 
James Capel reiterated Its 
long-held buy stance on the 
stock. 

A big order from the US 
was driving National West- 
minster. Dealers said Bear 
Steams was baying heavily 
on. behalf of a client. The 
shares were up 50 at one 
stage before closing a net 15 
higher at £10.75. 

Hambros. the merchant 
bank, fell 7 to 258p on news 
that Generale de Banque of 
Belgium had acquired the 
corporate banking depart- 
ment, which focuses on 
amah and medium -sized UK 
companies. The announce- 
ment was seen as scuppering 
the possibility of an outright 
takeover and the finni death 
notice (rf the marrhant hank. 
“In the mid-eighties, 
Hambros was a household 
name. Now, it’s no more 
than a smaller company,” 
said one specialist salesman. 

Glaxo Wellcome shed 30 to 
£14.25 although a US medical 
journal reported that Glaxo's 
Lamictal is effective for the 
treatment of seizures associ- 
ated with Lennox-Gastaut 
syndrome, a severe form of 
epilepsy. The shares reacted 
instead to earlier bearish 
comment from Merrill 
Lynch. 

Zeneca gained 8 to £20.77 


on positive press comment 
and an earlier broker recom- 
mendation. The pharmaceu- 
ticals company added that it 
would give a trading update 
on January 27. 

The recent reports of poor 
Christmas sales continued to 
affect leading issues in. the 
sector. Marks and Speuoer 
was the worst performer in 
tile FTSE 100, felling 26 or 
42 per cent to 574p. Other 
fallers included Harvey 
Nichols, down 8 to 192‘Ap, 
Argus 12 lighter at 555'Ap, 
and Storehouse, winch gave 
up 5'A to 235Vip. 

Dixons, which has fallen 
heavily in recent sessions cm 
the same concerns, appeared 
to be back in favour yester- 
day as the shares put an 4 to 
604p. 
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Investors wind down for Christmas break 



WORLD OVERVIEW 


There were distinct signs 
yesterday that world stock 
markets were starting to 
wind down for the Christ- 
mas/new year period, writes 
Philip Coggan. 

After the terms of the Jap- 
anese refinancing package 
dribbled out earlier in the 
week, the Korean election 
results are about the only 
significant unknown left to 
be factored Into share prices. 

That should allow institu- 
tional investors to Indulge in 
their traditional end of year 
"window dressing" of portfo- 
lios. Fund managers often 
sell losers and buy winners 
in an attempt to make their 
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portfolios look more impres- 
sive to investment clients. 

The Bundesbank, like the 
US Federal Reserve earlier 
in the week, passed up the 
chance to increase interest 
rates. 


The world's two leading 
central banks accordingly 
made jost one interest rate 
change apiece all year, an 
inactive period by central 
banking standards. 

One reason for the lack of 


movement may he that talk 
of an inflationary rebound, 
much heard earlier In the 
year, has changed Into fears 
of deflation in the wake .of 
the Aslan crisis. Analysts 
are still debating which is 
the greater threat 

“The volatile, uncertain, 
financially unstable environ- 
ment that has now become 
the norm is not the sort of 
world that win allow central 
bankers to raise interest 
rates,” commented Robin 
Aspinall of National Austra- 
lia Rflwlr 

“The markets still project 
rifling Tates in every major 
economy; they are likely to 
be wrong in almost every 
instance.” 


The bears will argue, how- 
ever, that a more favourable 
interest rate environment 
will not necessarily be bull- 
ish for equities. 

They fear that corporate 
earnings will come under 
pressure in 1998. as Asian 
businesses get a competitive 
edge from devalued curren- 
cies, and rising wage pres- 
sures, particularly in the US, 
eat into profit margins. 

Worries about the profit 
prospects for technology- 
related stocks continued to 
weigh on Wall Street yester- 
day. with the Nasdaq index 
Off more than 10 points in 
late morning trading. 

Next year’s big issue for 
investors is whether the dra- 


matic losses seen in Asian 
markets that the bot- 
tom has been reached- 

Those contrarian Investors 
who hope to buy on the 
rebound face the problem 
that many investors, having 
believed in the Asian growth 
story for so long, are now in 
a state of shock. 

"Our emerging market 
investment strategy has 
been based on the premise 
that - despite the fells seen 
in most of the Asian stock 
markets - the conditions for 
a sustained rebound in the 
region’s fortunes are not yet 
in place,” said the team at 
ING Barings. “We will be 
retaining our underweight 
position.” 


Dow slides Retail gloom hits Frankfurt 
on uncertainty 
over earnings 


AMERICAS 


US stocks drifted lower as 
analysts continued to grap- 
ple with earnings estimates 
for the coming quarterly 
reporting period, writes John 
Labatc hi New York. 

"People have gotten it into 
their heads that there will be 
a greater than expected 
Impact from Asia, in the 
fourth quarter and 1998,” 
said Arthur Hogan, senior 
equity trader at Morgan 
Stanley. 

Wednesday's announce- 
ment by Minnesota Mining 
& Manufacturing that Asian 
currency and demand fac- 
tors would depress fourth- 
quarter earnings cast a 
cloud over sentiment. Yes- 
terday selling pressure hit 
other large multinationals. 
Caterpillar fell $LB to $487. 
and United Technologies lost 
Si 4 to $71'*. 

By early afternoon the 
Dow Jones Industrial Aver- 
age had last 57.69 to 7399-72, 
while the broader Standard 
& Poor’s 500 index was down 
6.22 to 95932. 

"Multinational stocks that 
were liked by investors six 
to nine months ago for their 
overseas exposures are now 
coming into problems." said 
Richard McCabe, chief mar- 
ket analyst at Merrill Lynch. 

Mr McCabe noted that by 
midday the market’s weak- 
ness was not especially 
broad with some 1300 stocks 
declining while 1.100 
advanced. 

Among Dow components, 
Boeing slid $1 to $49ft after 
PaineWebbor cut the aircraft 
maker's rating to "attrac- 
tive”. 

But other Dow stocks 
moved higher. Eastman 
Kodak climbed more than 4 


per cent or $2‘/i to $59 after 
the company said it would 
consider further job cuts. 
Shares in 3M also rallied 
after Wednesday's steep 
sell-off rising $13 to $86ft. 
Citicorp fell $1% to $129% 
after the company confirmed 
it intended to purchase 
AT&T’s credit card 
operations. 

Other banking shares were 
mostly lower. J.P. Morgan 
lost $1% to $120% and PNC 
Bank fell $1% at $56%. The 
bond market was slightly up 
at midday, sending the long 
bond yield down to 5365 per 
cent. 

The technology sector 
moved lower as the Nasdaq 
composite index fell 1131 at 
1335.56. Among the main 
movers were Micron Tech- 
nologies, which rose more 
than 5 per cent to $24%. 

Aetna ramp off more than 
12 per cent or $9% to $69% 
after analysts at DLJ and 
SBC Warburg lowered the 
stock's rating. 

TORONTO opened higher 
as golds continued to rally, 
but the rest of the market 
spent an uncertain morning 
as Wall Street moved deter- 
minedly lower. The 300 com- 
posite index was up 331 at 
6,62930 at noon. 

Golds were the main fea- 
ture of the morning with 
leading miners continuing to 
rally on the hack of an 
improving bullion price. 

Barrick put on 45 cents to 
C$26.80 and Placer Dome 
added 20 cents at C$17.75. 

Banks were mixed, with 
the sector coining under the 
influence of position squar- 
ing ahead of the Christinas 
shutdown. Royal Bank of 
Canada lost 35 cents to 
C$76.90 but Toronto Domin- 
ion rose 20 cents to C$54. 


Sentiment in FRANKFURT 
was dominated by gloom 
about Germany’s troubled 
retailing sector after a warn- 
ing from Metro, the coun- 
try's largest retail group, 
that profits would slide by 25 
per cent this year because of 
poor Christinas sales. 

The warning, which fol- 
lowed a similar statement 
last week by Germany's sec- 
ond largest retailer, Kar- 
stadt, left analysts conclud- 
ing that overall retail 
volumes In Germany would 
da dln e in 1997, for the 
fourth year r unning , 

“1 can’t think of any 
advanced economy which 
has experienced declining 
retail volumes over such a 
period of time," said Keith 
Wills, retail analyst at Gold- 
man Sachs. 

Investors took little heart 
from the decision of Wal- 
Mart of the US to acquire 21 
hypermarkets from a private 
company. 

Shares in Metro, which is 
expanding abroad through 
the purchase of the Makro 
cash and carry group, fell by 
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Sao Paulo slips back 


Leading Latin American 
centres mostly moved lower 
m the face of a dull start on 
Wall Street and seasonally 
Inw trading. 

SAO PAULO turned tail 
after three straight days of 
gains, slipping l.S per cent 
on what dealers dtscribed as 
modest profit-taking. At mid- 
session. the Bovospa index 
was oft 179 at 9.674. 

Brokers said volumes wore 
slow with many operators 
squaring off positions in 
advance of the Christmas 
break. 


There was also said to be 
some investor hesitancy 
ahead of Monday's options 
expiry. 

MEXICO CITY traded nar- 
rowly in low turnover, cross- 
ing the line at midsession 
barely changed. The IPC 
index was up 033 at 5,11237. 
Losers led gainers 17 to two 
with just 28 stocks traded. 

Market heavyweight Tel- 
mex eased 5 centavos to 
21.35 pesos. ‘‘It's a slow 
morning. There are no tak- 
ers on either side,” com- 
mented one broker. 


DM5.75 to DM70.45. Karstadt 
lost as much as DMll early 
In the day before rebounding 
to aid DM2 higher at DM615. 
Troubled computer retailer 
Escom also lost ground, fall- 
ing 2pfg to 38pfe. 

The market was in a slug- 
gish pre-Christmas mood 
and took little notice of the 
Bundesbank's decision to 
leave interest rates 
unchanged. The Xetra Dax 
index ended 8.35 better at 
416232. 

Daimler-Benz was in the 
wars again after disclosing 
that its Smart car, a model 
developed jointly with SMH 
of Switzerland, had failed 
the same “elk test” that 
recently derailed the launch 
of its A Class car. The prob- 
lem will delay the Smart 
car's launch and cost 
DM300m. Daimler shares fell 
DM2.60 to DM124. 

PARIS subsided in the 
final hour of trading, giving 


up initial gains at the sight 
of the early slide on Wall 
Street. The CAC 40 index 
ended L25 better at 2,89430. 

Peugeot was a strong fea- 
ture, adding FFr48.00 or 7 
per cent to FFr729 on talk of 
significant . streamlining 
after an announcement - 
from union sources - that 
the group planned to apply 
joint production to its Peug- 
eot and Citroen operations. 

The news also sparked 
renewed rumours about 
broad rationalisation within 
the French motor sector. 
Renault ended FFr4.00 
higher at FFr1723. 

Promodes stood out in an 
otherwise dull retail sector, 
adding FFr80.00 to FFr2332. 
Ustnor rallied after recent 
weakness, gaining FFrLOO to 
FFr83.40. Moulinex improved 
FFr2.00 to FFr145.5 after 
reporting solid interim 
results. 

A French press report that 
talks between Schneider and 
Siemens of Germany about a 
high-tension power joint 
venture were going well 
helped lift Schneider FFr8.00 
to F Fr318. 

AMSTERDAM traded qui- 
etly with most of the day’s 
action centred on just two 
shares, Philips and Royal 
Dutch. Oil price worries 
gnawed away at Royal 
Dutch and the shares ramp 
off FI 3.10 at FI 100.40, but 
Philips attracted steady buy- 
ing on a combination of 
management news plus bro- 
ker upgrades. The AEX 
index ended off 733 at 90733. 

The announcement of five 
new board members boosted 
sentiment at Philips but the 
wiflin momentum cszug from 
an upgrade from “hold” to 
“buy” at Dresdner KMnwart 
Benson and talk that the 
electronics giant had been 
added to the Morgan Stanley 
focus list. The stock raided 
FI 430 or 33 per cent higher 
at FI 123.70. 

Financials were a tad 
down In the mouth. ABN 
Amro was the day’s most 
active blue chip, dipping 80 
cents to FI 40.90 in 4.7m 


shares traded. Confirmation 
of “initial accord” on a link 
with Alitalia of Italy helped 
support KLM, which added 
90 cents at FI 7530. 

News of Hemeken’s latest 
push into central Europe - it 
is buying 49 per cent of Slo- 
vakia's fifth-largest b r ewer - 
did nothing to help the 
shares, which dipped FI 230 
to FI 3483a 

MILAN foiled to motor in 
spite of a record day for Ital- 
ian government bonds. The 
MIbtel index dosed 31 higher 
at 16306. 

Generali extended yester- 
day’s losses, falling L124 to 
L42.150 as investors con- 
cluded it was paying a hefty 
price for AMB of Germany. 
Banks were again in the 
frame, as investors’ hopes 
cooled of a tie-up between 


tMI and San. Paolo dl Torino. 
IMI Slipped L628 to L20.250 
while San Paolo was L460 
lower at L16385. 

Telecom t fatlfa Mobile was 
in favour after Salomon 
Smith Barney upped its 
recommendation, ending 
L170 higher at 7,710. 

MADRID was knocked by 
a downgrade from Morgan 
Stanley in market heavy- 
weight Telefonica. The 
shares fell Ptal25 to Pta4300 
as Morgan cut its recommen- 
dation to “outperform” from 
“strong buy” although the 
US bank said it remained 
very enthusiastic on the 
stock. Overall, the general 
index ended 0.89 lower at 
629.04. 

Written and eeffied by Jeffrey 
Brown, Jonathan Ford and 
Peter Hal 

SOUTH AFRICA 

Golds continued to rally In 
Johannesburg, but the 
broad market turned easier 
with the all-share index slip- 
ping 13 to 6,16&8 in low 
turnover. 

Industrials saw most of 
the day’s selling with the 
index coining off 28.7 at 
7,41 9.0. But golds stayed 
firm, reversing recent weak- 
ness with an index gain of 
2L4 to 7603 for a two-day 
advance of almost 9 per 
emit. 


EMERGING M ARKET FOCUjL 

Moscow hopes 
bad luck is past 


The Russian superstition 
that bad luck comes i» 
threes has been richly con- 
firmed in recent weeks as 
Russia’s fragile market 
economy has been battered 
by afrtrffcoofblows. 

First came the turmoil m 
emerging markets world- 
wide. The Muscovite hope 
that Russia would remain 
immune was swiftly 
dashed, and this autumn 
the previously robust Rus- 
sian stock market plunged 
nearly 40 per cent 

Then came a fresh round 
of infighting between Rus- 
sia’s political clans. The 
battle weakened Anatoly 
Chubais, one of the master- 
minds of Russia's economic 
re f o r m effort, and further 
unnerved equities. 

The final hit came last 
week when President Boris 
Yeltsin retreated to a sana- 
torium suffering from what 
Kremlin aides insisted was 
a common cold. But the 
last time Mr Yeltsin was 
said to have come down 
with a “cold”, in 1996, it 
turned out to have been a 
massive heart attack. 

Thanks to tbe Kremlin's 
history of being economical 
with the truth, Moscow is 
abuzz with rumours about 
Mr Yeltsin’s “real" ailment, 
with explanations ranging 
from a mild heart attack or 
a brain “spasm" to the 
more homespun theory 
that he has simply reverted 
to his old friendship with 
the vodka bottle. 

Yet in the midst of all of 
this uncertainty, some of 
Russia's most respected 
economists are arguing 
that the stock market is 
poised for fresh victories 
next year. 

The most aggressively 
bullish prediction came 
this week from Mr Chubais, 
one of the west's favourite 
Russian politicians. 

Not only had Russia suc- 
cessfully ridden out the 
recent global turmoil, Mr 
Chubais argued, but the 
country might actually be 
strengthened by a redistri- 
bution of funds from Asia 
and Latin America to Euro- 
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pean emerging markets. 

“It is absolutely clear 
that the Russian corporate 
securities market is under- 
valued," Mr Chubais said. 
“Moreover, a number of 
large mutual funds have 
decided to redistribute 
their emerging market 
portfolios in favour of Rus- 
sia .. . This means that Rus- 
sia could emerge from the 
stock exchange and finan- 
cial crises in the world with 
some advantages." 

Many western analysts 
agree. A recent report from 
Salomon Smith Barney 
urges investors to be over- 
weight in Russia. Salomon 
says Russia is “the most 
attractive value play in the 
European emerging mar- 
kets context" with “rela- 
tively inexpensive” shares 
with a prtce/eanxings ratio 
that is around a third lower 
than the global emerging 
markets average. 

Most Moscow-based bank- 
ers. who have revelled in 
this year's stock market 
boom - at one point the 
Russian market was sitting 
on gains of more than 150 
per cent - are eager to 
believe that the good times 
will continue to roll next 
year. 

But a few heretics fear 
the international financial 
storm is not yet over and 
warn that it could do fur- 
ther damage to Russia 
when it next blows through 
world markets. 

Chrystia Freeland 


Tokyo falls back on profit-taking 


ASIA PACIFIC 


Shares In TOKYO took back 
more than half of Wednes- 
day's gains as profit-takers 
moved in and doubts sur- 
faced about whether the 
Y2.fi00bn of promised tax 
cuts would be enough to 
Rive the economy a 
long-term boost, writes 
Be than Hutton in Tokyo. 

The Nikkei 225 average 
lost 2.3 per cent, closing 
down 379.42 at 16,161.64, 
after gaining 3.4S per cent on 
Wednesday. The day’s trad- 
intr range was 16,455.64 to 
16.10030. The broader-based 
Topix index dropped 15.02 to 
1.212.93 while the capital- 
weighted Nikkei 300 fell 239 
to 243.54. 

Wednesday’s surprise 
ann ouncement by Ryutaro 
Hashimota. the prime minis- 
ter, sent shares soaring but 
after absorbing the news 
overnight, investors appear 
to have decided that the 
effects of the tax cut, for one 
year only, may fell short of 
expectations. 

Traders also said that prof- 
it-taking was inevitable after 
any strong gains close to the 
end of the year. They said 
tbe Nikkei could test the 
16,000 level today, with 
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upside potential thought to 
be limited. 

Toshoku, a Tokyo-based 
food trader, was the day's 
most actively traded share, 
losing more than a third of 
its value - down Y19 to Y33 
- on speculation that it was 
about to collapse. The 
rumours were confirmed 
after the market closed. Hie 
company announced that it 
had Sled for protection from 
creditors. 

Japan Tobacco fell by its 
daily limit of Y100.000 to 
Y809.00Q before closing at 
Y81Q.0Q0, after the ruling 
party announced plans to 
increase tobacco tax next 


year. Sumitomo Metal Min- 
ing, suspended from trading 
on Wednesday after it 
announced a gold find in the 
US. closed up YBO from Tues- 
day at Y50Q. The steel sector 
fell heavily - down 53 per 
cent - taking back most of 
Wednesday’s gains. 

Losers outnumbered gain- 
ers 850 to 303, With 138 
unchanged. Volume slipped 
to 453m shares from 615m 
the previous day. In Osaka, 
the OSE fell 265.22 to 
15343.44 In volume of 523m 
shares. 

TAIPEI ended lower as 
hopes for a cut in bank 
reserve ratio faded. The 
weighted index fell 92.15 or 
1.1 per cent to 8,255.05. 

Brokers said there were 
conflicting signals from the 
government and central 
bank over the pace of finan- 
cial liberalisation. The elec- 
tronics sector lost 2.4 per 
cent and financials 1.6 per 
cent 

HONG KONG traded qui- 
etly with turnover subsiding 
to HK$3bn. Brokers said 
there was little for investors 
to get their teeth into and 
that book-squaring ahead of 
the Christmas shutdown was 
already underway. Sun 
Hung Kai Properties came 


off 50 cents at HK$5&00. The 
Hang Seng index closed up 
2933 at 10.722.63. 

KUALA LUMPUR posted 
gains as investors moived in 
on selected blue chips, with 
advances at Telekom and 
electricity utility Tenaga 
accounting for about two- 
thirds of the rise. 

Telekom was up 60 cents 
to M$1030 while Tenaga 
gained 50 cents to MS735. 
Analysts said the rises were 
partly caused by institutions 
window dressing ahead of 
the year-end. The composite 
index ended up 20.79 at 
577.58, 

JAKARTA extended its 
rally for a third successive 
session, helped by the 
appearance in public of Pres- 
ident Suharto, the first time 
he has been sighted since 
undergoing two weeks of 
rest on medical advice. The 
rupiah also gained as fears 
of political uncertainty faded 
and the composite index fin- 
ished 9.7 higher at 37&39. 

MANILA moved higher 
from the opening bell, 
although volume was said to 
be unexciting. Tbe compos- 
ite index Closed up 49.19 or 
2.7 per cent at 1348-09, Phi- 
lippines Long Distance Tele- 
phone added 15 pesos at 860. 
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